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WHEREAS, the Lessor, National Steel Car Corporation, Limited
inafter called the Manufacturer) and the Lessee have entered
a Manufacturing Agreement dated as of November 1, 1972
inafter called the Manufacturing Agreement) , wherein the

Manu Eactur er has agreed to construct, sell and deliver the
oad equipment described in Schedule I hereto; and
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EASE OF EQUIPMENT, dated as of November 1, 1972, between
SECURITY STATE BANK, a state banking corporation organized
the laws of the State of Utah, as Owner-Trustee
inafter called the Lesser) under Owner Trust Agreement No. 1
as of November 1, 1972 with George Eccles (hereinafter
d the Beneficiary), and CANADIAN NATIONAL RAILWAY COMPANY, a

duly incorporated under the laws of Canada
inafter called the Lessee).

WHEREAS, the Lessor has entered into Equipment Trust
ment Ko. 1 dated as of November 1, 1972 (hereinafter called

Trust Agreement) with First Security Bank of Utah,
as Trustee (hereinafter called the Trustee), under which

.essor has agreed to cause the Manufacturer to sell, assign
aransfer to the Trustee title to all such units of railroad
ment delivered and accepted on or prior to December 31, 1972
aggregate cost of up to $2,000,000 (U.S.) and settled for

c prior to April 30, 1973 under the Manufacturing Agreement
onder which such title to the Units will be reserved to the
tee until the Lessor fulfills its obligations under the.
pment Trust Agreement (such units described in Schedule Z

here :o being hereinafter called the Group A Units, the Group B
Unit 3, the Group C Units and the Group D Units respectively, as
the ! :ase may be, and all such Units being hereinafter
coll Actively called the Units), and under which the Trustee has
agre| 2d to lease all the Units to the Lessor;

WHEREAS, the Lessee desires to lease from the Lessor such
: B Units as are delivered and accepted on or prior to

31, 1972, and settled for en or prior to April 30, 1973,
: the Manufacturing Agreement up to an aggregate cost
,000 (U.S.), the Group E Units covered hereby being

ribed specifically in Supplement No. 1 hereto, at the rentals
Eor the terms and upon the conditions hereinafter provided;

OJO

THEREFORE, in consideration of the premises and of the
to be paid and the covenants hereinafter mentioned to be

and performed by the Lessee, the Lessor hereby leases the
> to the Lessee upon the following terms and conditions, but,
default of the Lessee hereunder, subject and subordinate to

; :he rights and remedies cf the Trustee under the Equipment
;: Agreement.

Section 1. Delivery and Acceptance of Units. The Lessor will
caus s each Unit accepted pursuant to the Manufacturing Agreement
to b'» tendered to the Lessee at such point or points as may be
mutually acceptable to the Lessor and the Lessee. Immediately
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such tender, the Lessee will cause its authorized inspectors
representatives to inspect the same, and if such Unit is found

in good operating order and repair, to accept delivery of
Unit and to execute and deliver to the Lessor a certificate
cceptance (hereinafter called a Certificate of Acceptance)

as to the actual date of acceptance of delivery by the
ee; whereupon such Unit shall be deemed to have been

to and accepted by the Lessee under this Lease and
be subject thereafter to all the terms and conditions of

Lease and such Certificate of Acceptance shall be absolutely
upcn the Lessee. Any Unit or Units excluded from the
Trust Agreement pursuant to Section 3.01 thereof shall

be excluded from this Lease. Any such Units so excluded
the Equipment Trust Agreement and from this Lease shall, if
Units are delivered, accepted and settled for on or prior to
30, 1973, under the Manufacturing Agreement, fce leased by

Lessee from the Lessor pursuant to Leases of Equipment No. 2
No. 3 dated as of November 1, 1972, between the Lessor and
Lessee.
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Section 2. Rentals. The Lessee agrees to pay to the Lessor,
uch coin or currency of the United States of America as, at
time payable, shall te legal tender for the payment of public
private debts, as rental for each Unit subject to this Lease,

c onsecutive semi-annual payments payable on the Business Day
defined in the Equipment Trust Agreement) next preceding May
November 1 of each year commencing May 1, 1973. In respect
each Unit subject to this Lease (a) the first such semi-annual

shall be an amount equal to (i) the daily lease rate
set forth in Schedule II multiplied by the Cost of such

for each day elapsed from and including the date such Unit
s ettled for under the Equipment Trust Agreement ancl the

Mam fact ur ing Agreement to May 1, 1973 and (ii) the basic lease
therefor set forth in Schedule II multiplied by the Cost of
Unit, and (b) the next such 39 semi-annual payments shall
be in an amount equal to the basic lease rate theirefor set

f orth in Schedule II multiplied by the cost of such Unit.
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All rental and other payments provided for in this Lease to
be n ade to the Lessor shall be made to the Lessor by the deposit
of 1 he funds to the account of the Lessor at the branch of such
ban} or trust company as shall be from time to time specified in
writ ing by the Lessor.

This Lease is a net lease and the Lessee shall not be
tied to any abatement cf rent, reduction thereof or set-off

rent, including but not limited to, abatements;,
or set-offs due or alleged to be due to, or by reason

any past, present or future claims of the Lessee eigainst the
or under this Lease or otherwise or against the Trustee or
Manufacturer; nor, except as otherwise expressly provided
, shall this Lease terminate, or the respective obligations
Lesser or the Lessee be otherwise affected, by reason of

defect in or damage to or loss of possession or loss of use
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c destruction of all or any of the Units from whatever cause,
prohibition of or other restriction against the Lessee1s use
LI or any of the Units, the interference with such use by any
on or entity, the invalidity or unenforceability or lack of
authorization of this Lease or lack of right, power or

of the Lessor to enter into this Lease, the breach by
essor of the representations and warranties of the Lessor

in the second paragraph of Section 8 hereof, or by
of any failure by the Lessor to perform any of its

ations herein contained, or for any other cause whether
or dissimilar to the foregoing, any present or future law
contrary notwithstanding, it being the intention of the
hereto that the rents and other amounts payable by the

ee hereunder shall continue to be payable in all events in
manner and at the times herein provided unless the obligation

the same shall be terminated pursuant to the express
of this Lease. The Lessee shall have a right of

against the Lessor for any such breach of such
esentations and warranties or any such failure to perform
obligations, but without any right of set-off of such rents
other amounts payable by the Lessee hereunder.
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Section 3. Terms of Lease, The term of this Lease as to each
shall begin upon acceptance thereof by the Lessee pursuant
ection 1 hereof, and, subject to the provisions of Sections

17 and 19 hereof, shall terminate six months after the date
wjhich the final semi-annual payment of rent in respect thereof
due hereunder.

Unit
din £

Notwithstanding anything to the contrary contained herein,
all|rights and obligations under this Lease and in and to the
Units, upon default by the Lessee hereunder, are subordinate,
junior in rank and subject to the rights cf the Trustee under the
Equipment Trust Agreement.

Section 4. identification Marks. The Lessee will cause each
to be kept numbered with the identifying number as set forth
chedule I hereto and will keep and maintain, plainly,

, permanently and conspicuously marked on each side of
Unit, in letters not less than an inch in height, the
owing words: "OWNED EY FIRST SECURITY BANK OF UTAH, N.A., 79

SCUT}H MAIN STREET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE
S OF AN EQUIPMENT TRUST AGREEMENT", or Other appropriate
designated by the Trustee, with appropriate charges thereof

additions thereto as from time to time may be required by law
cfrder to protect the interest of the Lessor and the; Trustee in
to such Unit and the rights cf the Lessor under this Lease
the Equipment Trust Agreement and cf the Trustee tinder the
pment Trust Agreement. The Lessee will not place any such
in operation or exercise any control or dominion over the
until such words shall have been sc marked on both sides

eof and will replace promptly any such words which may be
defaced or destroyed. The Lessee will not change or

perriit the identifying number of any Unit to be changeid except in
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acco rdance with a statement of new identifying numbers to be
therefor, which statement previously shall have been

f ile|d with the Trustee and the Lessor by the Lessee and filed,
or deposited in all public offices where this Lease will

been filed, recorded or deposited.
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Except as above provided the Lessee will not allow the name
ny person, association or corporation to be placed on the

Unites as a designation that might be interpreted as a claim of
provided, howeverf that the Lessee may cause the Units

lettered with the names, initials or other insignia
cjust cmarily used by the Lessee or any permitted sublessee on
railroad equipment used by it of the same or similar type for
convenience of identification of their right to use the Units.
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Section 5. Taxes. All payments to be made by the lessee
her^under will be free cf expense to the Lessor and the Trustee
for collection or other charges and will be free of expense to
tjhe Lessor and the Trustee with respect to the amount of any

, state, provincial or federal United States, Canadian or
Mexican taxes (other than any local, state, provincial or federal
United States or Canadian or Mexican income taxes [to the extent
tlhat the Lessor receives credit for such Canadian or Mexican
tiaxe s against its United States income tax liability] payable by
tlhe! Lessor in consequence of the receipt of payments provided

, and other than the aggregate of all franchise taxes
ured by net income based en such receipts, except any such
which is in substitution for or relieves the Lessee from the

pjaynient of taxes which it would otherwise be obligated to pay or
reimburse as herein provided), assessments or license fees (and

charges, fines or penalties of any kind in connection
(hereinafter called "impositions") hereafter levied or

upon or in connection with or measured by this Lease,
Equipment Trust Agreement or any of the instruments or

referred to herein or therein or contemplated hereby
tlhereby,, or any sale, rental, use, payment, shipment, delivery
t ransfer of title under the terms hereof, the Equipment Trust

or any such instruments or agreements, all of which
the Lessee assumes and agrees to pay on demand in

addition to the payments to be made by it provided for herein.
Thej Lessee will also pay promptly all impositions which may be
impc sed upon any Unit or for the use or operation thereof or upon
tlhe earnings arising therefrom or upon the Lessor solely by

on of its interest therein or upon the Trustee solely by
on of its title thereto and any and all impositions upon or
ccount of the trust created by the Equipment Trust Agreement

t^pon or on account of the Equipment Trust Agreement, or the
contemplated thereby (whether or not such

sactions shall actually be consummated) or the instruments cr
referred to therein or contemplated thereby, and will

at all times all and every part of such Unit free and clear
11 such impositions which might in any way affect the

of the Lessor cr the Trustee or result in a claim,
, security interest or other encumbrance upon any such Unit
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will supply the Lessor and the Trustee with a receipt or
r evidence of such payment satisfactory to the Lessor and the

)provid6dfl however^ that the Lessee shall be under no
gation to pay any impositions so long as it is contesting in
faith and by appropriate legal proceedings such impositions
the nonpayment thereof does not, in the opinion of the Lessor

Trustee, adversely affect the property or rights of the
or or the Trustee hereunder or under the Equipment Trust
ement and the Lessee shall have furnished the Trustee with an
m of counsel to such effect. If any such impositions shall
been charged or levied against the Lessor or the Trustee
ctly and paid by the Lessor or the Trustee, the Lessee shall

the Lessor or the Trustee, as the case may be, on
entation of an invoice therefor; provided^ howeverft that the
ee shall not be obliged to reimburse the Lessor or the
tee for any such imposition so paid unless (a) prior to such

the Lessor or the Trustee shall have obtained the
of either of their respective counsel that either the

cr or the Trustee was liable to pay such imposition, or (b)
ss the Lessee shall have approved the payment thereof.
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In the event any reports with respect to impositions are
required tc be made on the basis of individual Units the Lessee
will either make such reports in such manner as to show the
i!nt< rests of the Lessor and the Trustee in such Units, if such is
necessary cr appropriate , or will notify the Lessor and the
Trustee of such requirement and will make such reports in such
manlier as shall be satisfactory to the Lessor and the Trustee.

In the event that, during the continuance of this Lease, the
ee becomes liable for the payment or reimbursement of any
sitions, pursuant to this Section 5, such liability shall
inue, notwithstanding the termination of this Lease, until
such impositions are paid or reimbursed by the Lessee.

Section 6. Payment for Casualty Occurrences. ,. In the event
any Unit shall be or become worn out, lost, stolen,
royed or damaged beyond economic repair, from any cause
soever, or taken or requisitioned by condemnation or
rwise (any such occurrence being hereinafter called a
alty Occurrence) during the term of this Lease or until such
: shall have been returned to the Lessor in the manner
ided in Section 12 hereof, the Lessee shall, within 30 days
r it shall have determined that such Unit has suffered a

Casualty Occurrence, fully notify the Lessor and the Trustee with
respect thereto. On the rental payment date next succeeding such
net: ce (or, at the option of the Lessee, in the event such rental
datti shall occur within 15 days after such notice, on the next
succeeding rental payment date) the Lessee shall pay to the
Lessor an amount equal to the Casualty Value (as hereinafter
defined) of such Unit as cf such rental payment date in
accordance with the schedule set out below. Upon the making of
sue) i payment by the Lessee in respect of any Unit, the rental for
sue* Unit shall cease to accrue as of the date of such payment
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the terms of this Lease as to such Unit shall terminate. The
Lefesor shall, upon request of the Lessee, after payment by the
Lessee of a sum equal to the Casualty Value of any Unit, execute
and deliver to or upcn the order of the Lessee a bill of sale
(w: .thout warranties) for such Unit such as will transfer to the
Lessee such title to such Unit as the Lessor and the Trustee
de:rived from the Manufacturer free and clear of all liens,
security interests and other encumbrances arising through the
Le$sor or the Trustee.

The Casualty Value of each Group A, Group B, Group C and
Grdmp D Unit as of any rental payment date shall be determined by

Agreement) of such Unit by the applicable percentage set forth
osite each rental payment date number in the following

schedule;

tiplying the Cost (as defined in the Equipment Trust
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eafter, the lesser cf 16.0400J& of the cost or the Fair Market
e thereof immediately prior to the Casualty Occurrence, such
Market Value to be calculated in the manner provided in
ion 19 hereof.

Except as hereinabove in this Section 6 provided, the Lessee
.1 not te released from its obligations hereunder in the event
and shall bear the risk cf, any Casualty Occurrence to any
: after delivery to and acceptance thereof fcy the Lessee
•under.

Section 7. Annual Reports. On or before April 1 in each year,
ccmbtencing with the year 1971, the Lessee will furnish to the
Lessor and the Trustee, in such number of counterparts or copies

nay reasonably be requested an accurate statement signed by an
;orized representative, (i) showing, as of the preceding
mber 31, the amount, description and numbers of all Units
i leased hereunder and the amount, description and numbers of
Units that may have suffered a Casualty Occurrence, whether
ccident or otherwise, during the preceding calendar year (or

sinfce the date of this Lease in the case of the first such
statement), and such other information regarding the condition
and state of repair of the Units as the Lessor or the Trustee may
reasonably request, (ii) identifying the units of railway
equipment then subject to this Lease and (iii) stating that, in
the case of all Units repaired or repainted during the period
covered by such statement, the markings required by Section 4
hereof and Section 4.06 of the Equipment Trust Agreement have
beei preserved or replaced. The Lessor shall have the right, by
its agents, but shall be under no obligation, to inspect the
Uni :s and the records of the Lessee with respect thereto at any
reasonable time during continuance of this Lease.

On the request of the Lessor, the Lessee shall in each year
deliver to each holder of Trust Certificates (as defined in the
Equipment Trust Agreement) after the end of the Lessee8s fiscal
yea :, in such number of copies as may reasonably be requested,
its annual report, including audited financial statements of the
Les see for the fiscal period ended, as soon as it is completed
and is available for distribution.

Section 8. Disclaimer of Warranties^ Compliance With Laws and
.fesi Maintenance; Indemnification. The Lessor makes no warranty
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epresentation, either express or implied, as to the design,
with specifications, or condition of, or as to the

ity of the material, equipment or workmanship in, or as to
suitability, adequacy, operation, use or performance of, the
:s delivered to the Lessee hereunder, and the Lessor makes no
anty of merchantability or fitness of the Units for any

particular purpose, it being agreed that all such risks, as
the Lessor and the Lessee, are to be borne fcy the Lessee;

the Lessor hereby irrevocably appoints and constitutes the
ee its agent and attorney-in-fact during the term of this
e to assert and enforce from time to time, in the name of and
the account of and for the account of the Lessor and/or the
>ee as their interests may appear, whatever claims and rights
Lessor may have against the Manufacturer of the Units or of
components thereof. Lessor shall have no responsibility or

liability under this Lease to the Lessee or any other person with
ect to any of the following: (i) any liability, loss or

caused or alleged to be caused directly or indirectly by
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any Units or by any inadequacy thereof or deficiency or defect
or by any other circumstance in connection therewith;

the use, operation or performance of any Units or any risks
relating thereto; (iii) any interruption of service, loss of

ness or anticipatory profits or consequential damages; or
the delivery, operation, servicing, maintenance, repair,

or replacement of any Units. The Lessee's acceptance
of delivery of the Units shall be conclusive evidence as between
the Lessee, the Lessor and the Trustee, that all Units described
in a Certificate of Acceptance are in all the foregoing respects
satisfactory to the Lessee and the Lessee will not assert any
claim of any nature whatsoever against the Lessor or the Trustee
based on any of the foregoing matters.

The Lessor represents and warrants as follows:

(i) At the time of delivery of each Unit under this
Lease, the Lessor shall have such title to such Unit as is
derived from the Manufacturer and the Trustee, unimpaired by
any act or omission of the Lessor cr the Trustee which will
in any manner prevent the performance of this Lease in
accordance with its terms and, in addition, such Unit shall
be free and clear of all claims, liens, security interests
and encumbrances, except those created or arising under the
Equipment Trust Agreement, which may result from claims
against the Lessor or the Trustee not arising out of the
lease or ownership thereof which will prevent the performance
of this Lease in accordance with its terms; and

(ii) So long as the Lessee shall not be in default under
this Lease, the Lessor shall not do (or suffer to be done by
any person claiming through or against the Lessor and not
against the Lessee or any sublessee) any act which interferes
with any and all rights cf the Lessee to peaceably and
quietly hold, possess and use the Units in accordance with
the terms of this Lease.

subrdinated

The Lessor covenants that any sale, assignment, transfer,
gage or other disposition which it may make of this Lease or
ny Unit, whether prior or subsequent to delivery to the
ee, shall be expressly subject to the terms and provisions of
Lease; provided^ howeverr that this Lease shall be

to the rights of the Trustee under the Equipment
Agreement but neither the Lessor nor the Trustee shall
the right to terminate or impair the Lessee's possession or
of the property subject to this Lease so long as the Lessee
1 not be in default under this Lease; and, subject to the
going, covenants that the Lessor has not done and will not
or suffer to be done by any person claiming through or
nst the Lessor) any act which interferes with or impairs (x)
Lessee's possession and use in accordance with the terms of
Lease of the Units or (y) the title to the Units which may
ransferred or conveyed to the Lessee under the provisions of

6 and 19 of this Lease and that any title so conveyed
1 then be free of any lien, claim, security interest or other

by or in favor of any person claiming by, through or
r the Lessor.
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The Lessor covenants and agrees not to alter, amend.or modify
Equipment Trust Agreement or the Assignment of Lease and
ement No. 1, pursuant to which this Lease is assigned to the
tee, without the prior written consent of the Lessee.
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'he Lessee agrees, for the benefit of the Lessor and the
Trustee, to comply in all respects with all laws of the

i idictions in which operations involving any Unit subject to
this Lease may extend, with the Interchange Eules of the
Association of American Railroads, if applicable, and with all
lawf il rules of any legislative, executive, administrative or
judicial body or officer exercising any power or jurisdiction
over any such Unit, to the extent such laws and rules affect the
oper utions or use of such Unit; and the: Lessee shall aind does
hereby indemnify the Lessor and the Trustee and agrees to hold
the Lessor and the Trustee harmless from and against a;ny and all
liability that may arise from any infringement or violation of
any such laws or rules by the Lessor or the Lessee, or their
employees, or any other person. In the event that such laws or
rules require the alteration of the Units or in case any
equipment or appliance on any such Unit shall be required to be
changed or replaced, or in case any additional or other equipment

ppliance is required to be installed on such Unit in order to
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or
comply with such laws, regulations, requirements and rules, the
Lessee agrees, at its own expense, to make such alterations,
changes, additions and replacements and to use, maintain and
operjate such Unit in full compliance with such laws, regulations,

.rements and rules so long as such Unit is subject to this
e; provided, however, that the Lessee may, in good faith,
est the validity or application of any such law or rule in
reasonable manner which does not, in the opinion of the
or or the Trustee, adversely affect the property or rights of
Lessor or the Trustee hereunder or under the Equipment Trust
ement.

The Lessee agrees that, at its own cost and expense, it will
tain and keep each Unit which is subject to this Lease in
order and repair, reasonable wear and tear excepted.

Any and all additions to any Unit and any and all parts
ailed en or replacements made to any Unit shall be considered
ssions to such Unit (except such as can be removed without
ge to and without impairing the originally intended function
se of such Unit and without cost or expense to the Lessor or
Trustee) and there shall be immediately vested in the Lessor
the Trustee the same interest in such accessions, parts or
acements as the interests of the Lessor and the Trustee in
Unit. The Lessee may make alterations or modifications in
Unit so long as it does not affect the value of such Unit
rsely,

The Lessee agrees to indemnify and save harmless the Lessor
and the Trustee against any charge or claim made against the
Lessor or the Trustee and against any expense, loss or liability
{(including, but not limited to, counsel fees and expenses, patent
liabilities, penalties and interest, tut excluding any liability
und ;r Section 14 hereof) which the Lessor or the Trustee may
incur in any manner by reason of the ownership of, or which may
arise in any manner cut cf cr as the result of the ordering,
acqlisition, purchase, use, operation, condition, delivery,
rejection, storage or return of, any Unit while subject to this
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e or until no longer in the possession of or stored by the
ee, whichever is later, and to indemnify and save harmless
Lessor and the Trustee against any charge, claim, expense,
or liability on account of any accident in connection with
operation, use, condition, possession or storage of any Unit
Iting in damage to property or injury or death to any person;
ided, however^ that the Lessee shall not te required to

the Lessor or the Trustee under this paragraph for
igence on the part of the Lessor cr the Trustee. The
mnities arising under this paragraph shall survive payment of
other obligations under this Lease or the termination of this
e. Anything herein to the contrary notwithstanding, the
ee shall not be obligated to indemnify under this paragraph
espect of any charge, claim, expense, loss or liability
ibutable to a Unit which shall have been returned to the
or pursuant to Sections 10 or 12 hereof or after this Lease
respect to such Unit has otherwise terminated, provided
such charge, claim, expense, loss or liability is
ibutable to an event occurring after such Unit was so
rned or this Lease with respect to such Unit terminated, and
ided, further^ that such charge, claim, expense, loss or
ility does not arise as a result of mechanical defects of
Unit which existed at the time such Unit was so returned or
Lease with respect to such Unit terminated.

The Lessee agrees to prepare and deliver to the Lessor within
asonable time prior to the required date of filing (or, to
extent permissible, file on behalf of the Lessor) any and all
rts known by the Lessee to be required to be filed by the
or, or requested by the Lessor to be filed, with any federal,
e or other regulatory authority ty reason of the interest of
Trustee and the Lessor in the Units or the leasing of the
s to the Lessee.

Section 9. Default, if, during the continuance of this Lease,
or more of the following events (hereinafter sometimes called
ts of Default) shall occur:

A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default
shall continue for 10 days; or

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease; or

C. default shall be made in the observance or
performance of any other of the covenants, conditions and
agreements on the part cf the Lessee contained herein or in
the Consent (as hereinafter defined) and such default shall
continue (and the Lessee shall net make effective provisions
for curing such default) for 30 days after written notice to
the Lessee specifying the default and demanding that the same
be remedied; or
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D. any proceedings shall be commenced by or against the
lessee for any relief under any bankruptcy or insolvency
laws, or laws relating to the relief of debtors,
readjustments of indebtedness, reorganization, arrangements,
compositions or extensions (other than a law which does not
permit any readjustments of the obligations of the Lessee
hereunder) , unless such proceedings shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),
and all the obligations cf the Lessee under this Lease shall
not have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees or receiver or
receivers appointed for the Lessee or for the property of the
Lessee in connection with any such proceedings in such manner
that such obligations shall have the same status as
obligations incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such appointment,
if any, or 60 days after such proceedings shall have been
commenced, whichever shall be earlier;

in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or to
recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate this
Lease, whereupon all right of the Lessee to the use of the
Units shall absolutely cease and determine as though this
Lease had never been made, but the Lessee shall remain liable
as hereinafter provided; and thereupon, the Lessor may by its
agents enter upon the premises of the Lessee or other
premises where any of the Units may be and take possession of
all or any of such Units and thenceforth hold, possess and
enjoy the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes
whatever; but the Lessor shall, nevertheless, have the right
to recover from the Lessee any and all amounts which under
the terms of this Lease may then be due or which may have
accrued to the date of such termination (computing the rental
for any number of days less than a full rental period by
multiplying the rental for such full period by a fraction of
which the numerator is such number of days and the
denominator is the total number of days in such full rental
period), (i) as liquidated damages for loss of the bargain
and not as a penalty, a sum with respect to each Unit subject
to this Lease which represents the excess of (x) the present
value at the time of such termination of the entire unpaid
balance of all rentals for such Unit which would otherwise
have accrued hereunder from the date of such termination to
the end of the term of this Lease as to such Unit over (y)
the then present value cf the net rentals which the Lessor
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reasonably estimates to te obtainable for the lease of the
Unit during such period, such present value to be computed in
each case on a basis of Q% per annum discount compounded
semi-annually from the respective dates upon which rentals
would have been payable hereunder had this Lease riot been
terminated; (ii) any damages and expenses, including
reasonable attorneys1 fees, in addition thereto which the
Lessor shall have sustained by reason of the breach of any
covenant or covenants cf this Lease other than for the
payment of rental; (iii) an amount which, after deduction of
all taxes required to be paid by the Lessor in respect of the
receipt thereof under the laws of the United States or Canada
or any political subdivision thereof, shall be equal to any
portion of the percentage of investment credit (hereinafter
called the "Investment Credit"), allowed by section 38 and
related sections of the Internal Revenue Code of 1954, as
amended (hereinafter called the Code), which was lost, not
claimed, not available for claim, disallowed or recaptured in
respect of a Group A cr Group C Unit, by or from the Lessor
as a result of the breach of one or more of the
representations, warranties and covenants made by the Lessee
in Section 14 hereof or any other provision of the Lease, the
termination of this Lease, the Lessor's loss of the right to
use such Group A or Group C Unit, any action or.inaction by
the Lessor or the sale or other disposition of thcs Lessor's
interest in any Group A or Group C Unit after the occurrence
of an Event of Default and (iv) an amount which after
deduction of all taxes required to be paid by the Lessor in
respect of the receipt thereof under the laws of the United
States or Canada or any political subdivision thereof, such
sum as, in the reasonable opinion of the Lessor, will cause
the Lessor's net return under this Lease to be equal to the
net return that would have been available to the Lessor if it
had been entitled to utilization of all or such portion of
the maximum depreciation deduction authorized with respect to
a Unit under Section 167 of the Code utilizing the "lower limit!1

of the "asset depreciation range" of 12 years for group A and group C
units and the "asset guideline period" of 15 years for group
B and group D units prescribed in accordance with Section
167 (m) of said Code, for an asset described in Asset
Guideline Class No. 00.25 as described in Revenue Procedure
72-10, 1972 IRB 8 (hereinafter called the Deprecicition
Deduction), which was lost, not claimed, not available for
claim, disallowed or recaptured in respect of a Unit as a
result of a breach of one or more of the representations,
warranties and covenants made by the Lessor in Section 14 or
any other provision of this Lease, the termination of this
Lease, the Lessor's less of the right to use such Unit any
action or inaction by the Lesser or the sale or other
disposition of the Lessor's interest in such Unit after the
occurrence of an Event of Default. Notwithstanding anything
to the contrary contained in this clause (b) , it is
understood and agreed that the Lessee shall receive a credit
in respect of the amounts payable or paid pursuant to
subclause (i) of this clause (b) equal to any net proceeds
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received by the Lessor upon the sale or the releasing of the
Jnits to the extent that such net proceeds as actually
received exceed the amount payable or paid pursuant to the
said sub-clause (i).

knything in this Section 9 to the contrary notwithstanding,
any default in the observance or performance of any covenant,
condition or agreement on the part of the Lessee which results
solely in the loss by the Lessor of, or the loss by the Lessor of
the right to claim, or the disallowance with respect to the
Lessor of, all or any portion of the above-mentioned deductions,
credits or other benefits, shall be, for all purposes of this
Lease, deemed to be cured if the Lessee shall, on or before the
next rental payment date after written notice from the Lessor of
the Loss, or the loss of the right to claim, or the disallowance
of such deductions, credits or other benefits in respect of such
Unit, agree to pay to the Lessor the revised rental rate in
rjespect of such Units determined as provided in the second
paragraph of Section 1U of this Lease.

The remedies in this Lease provided in favor of the Lessor
shall not be deemed exclusive but shall be cumulative, and shall

in addition to all other remedies in its favor existing at law
i|n equity. The Lessee hereby waives any mandatory

of law, now or hereafter in effect, which might
t or modify the remedies herein provided, to the extent that
waiver is permitted by law. The Lessee hereby waives any
all existing or future claims to any offset against the

payments due hereunder, and agrees to make rental payments
regalrdless of any offset or claim which may be asserted by the
Lesgee or on its behalf.

requirements
limi
such
and

The failure of the Lessor to exercise the rights granted it
upon any occurrence of any of the contingencies set

herein shall not constitute a waiver of any such right upon
continuation or recurrence of any such contingencies or

contingencies.

here under
forth

Section 10. Return of Units Upon Default. If the Lease shall
pursuant to Section 9 hereof, the Lessee shall

forthwith deliver possession of the Units to the Lessor. For the
of delivering possession of any Unit or Units to the

or as above required, the Lessee shall at its own cost,
expanse and risk;

tern in ate

purj ose
Less

A. forthwith place such Units upon such storage tracks
of the Lessee as the Lessor may reasonably designate,

B. permit the Lessor to store such Units on such tracks
at the risk of the Lessee until the earlier of the date all
such Units have been sold, leased or otherwise disposed of by
the Lessor and the 270th day from the day the Lessee shall
have placed the Units on such storage tracks, and
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C. -transport -the same -to any place on the tracks of the
Lessee or any of its affiliates or to any connecting carrier
for shipment, all as directed by the Lessor.

The [assembling, delivery, storage and transporting of the Units
as hereinbefore provided shall be at the expense and risk of the

and are of the essence of this Lease, and upon application
ny court of equity having jurisdiction in the premises the

Lessor shall be entitled to a decree against the Lessee requiring
performance of the covenants of the Lessee so to
, deliver, store and transport the Units. During any

storage period, the Lessee will permit the Lessor or any person
gnated by it, including the authorized representative or
sentatives of any prospective purchaser of any Unit, to

inspect the same; provided, however, that the Lessee shall not be
le, except in the case of negligence of the Lessee or of its
oyees or agents, for any injury to, or the death of , any

exercising, either on behalf of the Lessor or any
prospective purchaser, the rights of inspection granted under
this sentence.
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specific
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without in any way limiting the obligation of the Lessee
r the foregoing provisions of this Section 10, the Lessee

irrevocably appoints the Lessor as the agent and attorney
tie Lessee, with full power and authority, at any time while
Lessee is obligated to deliver possession of any Unit to the
or, to demand and take possession of such Unit in the name
on behalf of the Lessee from whomsoever shall be at the time
possession of such Unit, in connection therewith the Lessee
supply the Lessor with such documents as the Lessor may

reasonably request.

Section 11. Assignment; Possession and Use. This: Lease and
rentals and other sums due hereunder shall be assignable in
e or in part by the Lessor without the consent of the Lessee,
the Lessee shall be under no obligation to any assignee of
Lessor except upon written notice of such assignment from the
or. All the rights of the Lessor hereunder shall inure to
benefit of any beneficiary of the Lessor if the lessor is a
, subject, however to the terms of such trust, arid to the
orfs assigns (including any beneficiary of any such assignee
uch assignee is a trust) .

So long as the Lessee shall not be in default under this
e, the Lessee shall be entitled to the possession and use of
Units in accordance with the terms of this Lease, but,

the prior written consent of the Lessor, the Lessee shall
assign or transfer its leasehold interest under this Lease in
Units or any of them (except to the extent that the

of any mortgage now or hereafter created on any of the
of railroad of the Lessee may subject the Lessee's

ehold interest to the lien thereof) . In addition,, the
ee, at its own expense, will promptly cause to be duly
harged any lien, charge, security interest or other

Lea;
4hewithout
not
-the
provisions
linos
lea;
Les:
disc
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encu nbrance (other than an encumbrance resulting from claims
agaiist the Lessor or the Trustee not related to the ownership of
the Jnits or to the extent that the provisions of any mortgage
now or hereafter created on any of the lines of railroad of the
Lessjee may subject the Lessee's leasehold interest to the lien

of) which may at any time be imposed on or with respect to
it including any accession thereto or the interests of the
t the Trustee or Lessee therein. The Lessee shall not,
,t the prior written consent of the Lessor, part with the
ssion or control of, or suffer or allow to pass out of its
ssion or control, any of the Units, except to the extent
[itted by the provisions of the immediately succeeding
raph hereof.

So long as the Lessee shall not be in default under this
Leas e, the Lessee shall be entitled to the possession of the
Unit
subs
upon

s and to the use thereof by it or by any affiliated or
idiary corporation upon its or their lines of railroad or
lines of railroad over which the Lessee or such other

corporation has trackage or other operating rights or over which
railroad equipment of the Lessee or any such other corporation is
regularly operated pursuant to contract, and also to permit the
use of the Units upon other railroads in the usual interchange of
txaflfic (if such interchange is customary at the time), but only

and subject to all the terms and conditions of this Lease
the Equipment Trust Agreement.

Nothing in this Section 11 shall be deemed to restrict the

and

right of the Lessee (i) to assign or transfer its leasehold
rest under this Lease in the Units or possession of the Units
ny corporation incorporated under the laws of Canada (which

shall have duly assumed the obligations of the Lessee hereunder)
into or with which the Lessee shall have become amalgamated,
merged or consolidated or which shall have acquired the property
of -the Lessee as an entirety or substantially as an entirety; or
(iii to sublease any Unit to any subsidiary or affilieited
corporations of the Lessee; provided, however^ that the rights of
such sublessee are made expressly subordinate to the irights and
remedies of the Trustee under the Equipment Trust Agreement and
the|Lessor under this Lease.

The Lessor shall have the right to declare the lease provided
for herein terminated in case of any unauthorized assignment or
transfer of the Lease.

Section 12. Return of Units Upon Termination of Term. As
sooh as practicable on or after the termination of this Lease as
to any or all of the Units, the Lessee will (unless the Units
shall have suffered a Casualty Occurence), at its own cost and
exp snse, at the request of the Lessor, assemble such Units and
deliver possession of such Units to the Lessor upon such storage
trapks of the Lessee as the Lessor may reasonably designate and
per nit the Lessor to store such Unit on such tracks for a period
not exceeding three months and transport the same, at any time
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within such three-month period, to any reasonable place on the
lines of railroad operated by the Lessee or to any connecting
carrier for shipment, all as directed by the Lessor upon not less
than 30 days* written notice to the Lessee; the movement and
storage of the Units to be at the expense and risk of the Lessee.
During any such storage period the Lessee will permit the Lessor
or any person designated by it, including the authorized
representative or representatives of any prospective purchaser of
ahy Unit, to inspect the same; provided, however, that the Lessee
shall not be liable, except in the case of negligence of the
Lesslee or of its employees or agents, for any injury to, or the

of, any person exercising, either on behalf of the Lessor
ny prospective purchaser, the rights of inspection granted
this sentence. The assembling, delivery, storage and

of the Units as hereinbefore provided are of the
of this Lease, and upon application to any court of

jty having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. If any Unit shall have

ered a Casualty Occurrence, the Lessee shall thereupon assume
and hold the Lessor harmless from all liability arising in
rjesgect of any responsibility of ownership thereof. Each Unit
returned to Lessor pursuant to this Section (other than a Unit
which has suffered a Casualty Occurrence) shall (i) be in the
same operating order, repair and condition as when originally
delivered to the Lessee, reasonable wear and tear excepted and
(!ii) meet the standards then in effect under the interchange
rules of the Association of American Railroads and the United
States Federal Railroad Administration if applicable and the
Canadian Transport Commission.

Section 13. Opinion of Counsel for the Lessee. On each
Date as defined in the Manufacturing Agreement: for Units

ect to this Lease, the Lessee will deliver to the Lessor and
Trustee the written opinion of counsel for the Lessee, in
number of counterparts as may reasonably be requested, and
es sed to the Lessor and the Trustee, in scope and substance
sfactory to them and their counsel, to the effect that:

A. the Lessee is a corporation legally incorporated and
validly existing in good standing, under the laws of Canada,
with full corporate power to enter into this Lease, the
consent and agreement executed by the Lessee (hereinafter
called the Consent) to the assignment of this Lease to the
Trustee as of the date hereof (hereinafter called the
Assignment) ;

B. this Lease and the Consent have been duly
authorized, executed and delivered by the Lessee and
constitute valid, legal and binding agreements, enforceable
in accordance with their terms;



18

C. upon deposit of the Equipment Trust Agreement, this
] lease and the Assignment (including the consent) in the
office of the Registrar General of Canada and publication of
notice of such deposit in the Canada Gazette in accordance
with section 86 of the Railway Act of Canada, no further act,
riling, recording or deposit (or giving of notice) is
required in order fully to protect in Canada or any Province
or Territory thereof the rights of the Lessor under this
; jease against any and all subsequent purchasers or mortgagees
from the Lessee and/or from creditors of the Lessee;

x>
D. no approval is required from any public regulatory

dy with respect to the entering into or performance of this
Lease or the Consent, or all such approvals (which shall be
specifically described) have been obtained; and

E. the entering into and performance of this Lease and
ie Consent will not result in any breach of, or constitute a
lefault under, any indenture, mortgage, deed of trast, bank
oan or credit agreement or other agreement or instrument to
hich the Lessee is a party or by which it may be bound or
ontravene any provision of law, statute, rule or regulation
:o which the Lessee is subject or any judgment, decree,
ranchise, order or permit applicable to the Lessee.

The Lessee also agrees to furnish to the Lessor and the
Trusjtee a copy, certified by the Secretary or an Assistant
sec:

the
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etary of the Lessee, of resolutions of the Board of Directors
he Lessee authorizing the Lessee to enter into this Lease and
Consent.

The Lessor agrees to furnish to the Lessee signed copies,
essed to the Lessee, of the opinion of counsel referred to in
graph 5(b) of the Purchase Agreement, which opinion shall in
tion state that the Lessor is a state banking corporation
nized, validly existing and in good standing, under the laws

of l}he state of Utah with full corporate power to enter into this
e, the Manufacturing Agreement, the Equipment Trust Agreement
the Assignment, and of the opinion of counsel for the
facturer referred to in paragraph 3.04 (d) of the Equipment
t Agreement.

Section HI. Indemnity in Respect of Tax Matters. This Lease,
the Equipment Trust Agreement and the Manufacturing Agreement
hav«! been entered into on the basis that the Lessor shall be
entitled to such deductions, credits and other benefits as are
provided by the Internal Revenue Code of 1954, as amended to the
dat<> hereof (hereinafter called the code) to an owner of property
including (without limitation)„ an allowance for the Depreciation
Deduction (as defined in Section 9 of this Lease) and the
investment Tax Credit (as defined in Section 9 of the Lease) .

With respect to any Unit, if (other than for the ireasons set
forth below) the Lessor shall lose or shall not have or shall
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lose the right to claim, or if (other than for the reasons set
fort i below) there shall be disallowed with respect to the
Lessjor, all or any portion of, the Investment Credit (with

only to the Group A and Group C Units) or the
ciation Deduction with respect to a Unit in computing
le income under one of the accelerated methods of
iation provided in Section 167(b) of the Code for the
this Lease is in effect, then, after written notice

of to the Lessee by the Lessor, the rental rate applicable
h Unit set forth in Section 2 of this Lease shall be

incrjeased by an amount for such Unit which, in the reasonable
opinion of the Lessor, will cause the Lessor*s net return in
resj
that
util

whic

ect of such Unit under this Lease to equal the net return
would have been available if the Lessor had been entitled to
ization of all or such portion of the Investment credit (with
ect to a Group A or Group C Unit) or Depreciation Deduction
h was not claimed or was disallowed and the Lessee shall

forthwith pay to the Lessor as additional rental the amount of
any interest or penalty which may be assessed by the United
Stales against the Lessor attributable to the loss of all or any
portion of the Investment credit (in the case of a Group A or
Groi p C Unit) or Depreciation Deduction, provided, however, that
s|ucl rental rate shall not be so increased if the Lessor shall
have lost, or shall not have or shall have lost the right to
claim, or if there shall have been disallowed with respect to the
Lessor all or any portion of, the Investment Credit (in the case
of < Group A or Group C Unit) or Depreciation Deduction with
respect to such Unit as a direct result of the occurrence of any
of IfJie following events:

(i) a casualty Occurrence with respect to such Unit, if
the Lessee shall have paid to the Lessor the amounts
stipulated under Section 6 hereof;

(ii) a voluntary transfer by the Lessor (other than as
contemplated by the Equipment Trust Agreement) of legal title
to such Unit, the disposition by the Lessor of any interest
in such Unit or the reduction by the Lessor of its interest
in the rentals from such Unit under the Lease, unless, in
each case, an Event of Default shall have occurred and be
continuing;

(iii) the amendment of the Equipment Trust Agreement
without the prior written consent of the Lessee;

(iv) the failure of the Lessor to claim the Investment
Credit (with respect to a Group A or Group C Unit) or
Depreciation Deduction in its income tax return for the
appropriate year or the failure of the Lessor t.o follow
proper procedure in claiming the Investment Credit (with
respect to a Group A or Group C Unit) or Depreciation
Deduction with respect to such Unit; or



Les
a b{
any
portion of the Depreciation Deduction on any Unit, exists in

20

(v) the failure of the Lessor to have sufficient
liability for the tax against which to credit such Investment
Credit or sufficient income to benefit from the Depreciation
Deduction, as applicable.

The Lessor agrees that if, in the opinion of its or the
eefs independent tax counsel (herein referred to as Counsel),
na fide claim to all or a portion of the Investment Credit on
Group A or Group C Unit or a bona fide claim to all or a

resiect of which the Lessee is required to pay increased rental
and interest and/or penalty as aforesaid to the Lessor as above
prorided, the Lessor shall, upon request and at the expense of
the Lessee, take all such legal or other appropriate action
deeiied reasonable by counsel in order to sustain such claim. The
Lessor may take such action prior to making payment of the
amounts claimed pursuant to a notice of disallowance or make such
payi lent and then sue for a refund. In the latter event, if the
final determination shall be adverse to the Lessor, the Lessee
sha .1 pay to the Lessor interest on the amount of the tax paid
attributable to the Depreciation Deduction and/or Investment
Cre< lit disallowed, at the rate of 855 per annum, from the date of
payitent of such tax to the date the Lessee shall reimburse the
Lessor for such tax in accordance with the provisions of this
Sed ion 14. The Lessor shall not be obligated to take any such
legal or other appropriate action unless the Lessee shall first
haws (agreed in writing to indemnify the Lessor for all
liabilities and expenses which may be entailed therein and shall
h!av«i furnished the Lessor with such reasonable security therefor
as ay be requested.

If any Canadian governmental authority. Dominion or
Provincial, shall withhold or cause to be withheld from any
renlal payment made under Section 2 of this Lease or amy
additional rental payment under this Section 1U any amounts in
resiect of taxes, the Lessee will, on the rental payment date
wher such rental payment is made, pay to the Lessor as additional
rent al a sum sufficient to permit payment of an amount: equivalent
to he amount due without regard to any such witholdiruj.

The Lessee*s agreement to pay any sums which may become
pay ble pursuant to this Section 14 shall survive the expiration
o'r ther termination of this Lease.

The Lessee represents and warrants that (i) none of the Group
Group C Units constitutes property the construction,

rec nstruction or erection of which was begun before April 1,
197 ; (ii) at the time the Lessor becomes the owner of the Group

Group C Units, such units will constitute "new section 38
pro erty" within the meaning of Section «*8{b) of the Code and at
the time the Lessor becomes the owner of all Units, the Units
will not have been used by any person so as to preclude "the
original use of such property" within the meaning of Section
4jB (b) and 167 (c) (2) of the Code from commencing with the Lessor
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and (iii) at all times during the term of this Lease, each Group
A -aid C unit will constitute "section 38 property" within the
meaning of Section 18 (a) of the Code,

Section 15. Recording; Expenses. Prior to the delivery and
acceptance of any Unit, the Lessor will, at its own expense,
cause the Equipment Trust Agreement, Lease and the Assignment
(including the Consent) to be filed and recorded with the
Interstate Commerce Commission in accordance with Section 20c of
the I Interstate Commerce Act and deposited with the Registrar
General of Canada (notice of such deposit to be forthwith
thereafter given in the Canada Gazette) pursuant to Section 86 of
the I Railway Act of Canada. The Lessor will also cause the Lease
to be filed and recorded pursuant to the Uniform commercial code
of 4he state of Utah. The Lessor will, at its own expense, from
tiime to time, do and perform any other act and will execute,
a'c knowledge, deliver, file, register, record and deposit (and
will refile, reregister, rerecord or redeposit whenever required)
any land all further instruments required by law and reasonably
requested by the Trustee, for the purpose of proper protection,
tlo tihe satisfaction of the Trustee, of the Lessor1 s and the
Trustee's respective interests in the Units, or for the purpose
o|f carrying out the intention of this Lease, the Assignment, the
Consent and the Equipment Trust Agreement. The Lessor will
promptly furnish to the Trustee evidence of all such filing,
registering, recording, depositing, refiling, reregistering,
rerepording and/or re-depositing and an opinion or opinions of
counsel with respect thereto satisfactory to the Lessor and the
Trustee.

e Lessor will pay the reasonable costs and expenses
ved in the preparation and printing of this Lease and the
and disbursements of any counsel which it may retain, unless
costs, expenses, fees and disbursements are paid by some
: person. The Lessee will bear the fees and disbursements of
counsel which it may retain.

invo
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Section 16. Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpayment of
rentals and other obligations due her eunder shall result in the
obli' jation on the part of the Lessee promptly to pay also an
amount equal to 9% per annum of the overdue rentals for the
period of time during which they are overdue.

ection 17. Termination. In the event that all of the Units
shall have been excluded from this Lease as provided in Section 1
hereof, this Lease shall terminate and, except as otherwise
expressly provided in the Lease, the rights and obligations
hereunder of the parties hereto shall cease and determine as if
thle Eease had never been made.

ection 18. Additional Payments bjr Lessee. In addition to
the rentals specified in Section 2 hereof:

i) The Lessee agrees to pay to the Lessor promptly amounts
equal to any rental payments which may become payable by the
Lejssor to the Trustee under Section 4.04(1) of the Equipment
r j Agreement in respect of (i) any expenses incurred in
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cornection with any purchase, sale or redemption by the Trustee
of Investments (as defined in the Equipment Trust Agreement),
which are made by the Trustee on the written or telegraphic
request of the Lessee or otherwise required by the provisions of
Section 8.04 of the Equipment Trust Agreement if such request is
not made by the Lessee, and (ii) any loss of principal (including
interest accrued thereon at the time of purchase) incurred in
(connection therewith.

j (b) It is understood and agreed that the Trustee is
obligated under the last paragraph of Section 8.04 of the
Equipment Trust Agreement to pay to the Lessee any interest <;in
excess of accrued interest paid from Deposited Cash (held under the
Equipment Trust Agreement at the time of purchase) or other
profit which may be realized from any sale or redemption of
Investments.

Section 1g. Purchase and Renewal Options. Provided that this
Leaue has not been earlier terminated and the Lessee :Ls not in
default hereunder, the Lessee may by written notice delivered to
the Lessor not less than six months prior to the end of the term
of ̂ his Lease or any extended term hereof, as the case may be,
ele<rt (a) to extend the term of this Lease in respect of all, but
not fewer than all, of such Units then covered by this; Lease, for
t:wo additional five-year periods commencing on the scheduled
expiration of the original term or extended term of this Lease,
as *he case may be, provided that no such extended term shall
extend beyond April 30, 2003, at a rental equal to the "Fair
Rent al Value" of such Units, payable in advance in 10 semi-annual
payments for each five-year period; such semi-annual payments to
be iiade on May 1 and November 1 in each year of the applicable
extended term or (b) to purchase some or all, the Units covered
b|y -this Lease at the end of such term of this Lease for a
pure hase price equal to the "Fair Market Value" of such Units as
of t he end of such term.

Fair Market Value shall be determined on the basis of, and
shall be equal in amount to, the value which would obtain in an
arm's-length transaction between an informed and willing buyer-
user) (other than (i) a lessee currently in possession or (ii) a

equipment dealer) and an informed and willing seller under
impulsion to sell and, in such determination, costs of
al from the location of current use shall not be a deduction
such value.
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Rental Value shall be determined on the basis of, and shall
be e<[ual in amount to, the value which would obtain in an arm's-
leng-:h transaction between an informed and willing lessee-user
(othor than a lessee-user currently in possession) and an
info: :med and willing lessor under no compulsion to lease and, in
such determination, costs of removal from the location of current
use phall not be a deduction from such value.

f on or before four months prior to the expiration of the
of this Lease, the Lessor and the Lessee are unable to agree
determination of the Fair Market Value or the Fair Rental
of the relevant Units, such value shall be determined in
ance with the foregoing definition by a qualified
indent Appraiser. The term Appraiser shall mean such
ndent appraiser as the Lessor and the Lessee may mutually
upon, or failing such agreement, a panel of three
endent appraisers, one of whom shall be selected by the
r, the second by the Lessee and the third designated by the
two so selected. The appraiser shall be instructed to make

such! determination within a period of 30 days following
appointment, and shall promptly communicate such determination in
writing to the Lessor and the Lessee. The determination so made
shall be conclusively binding upon both Lessor and Lessee. The
expanses and fee of the Appraiser shall be borne equally by the

or and the Lessee. Upon payment of the purchase price, theLess
Les
Less
(wit
lies:

or shall upon request of the Lessee execute and deliver to
ee, or to the Lessee's assignee or nominee, a bill of sale
hout warranties) for such Unit such as will transfer to the
ee such title to such Unit as the Lessor and the Trustee

derived from the Manufacturer free and clear of all liens,
security interests and other encumbrances arising through the
Lessor or the Trustee.

As si
Section 20. Mileage Allowance; Subrogation_ Further
ranee. Provided the Lessee is not in default hereunder, the

Less ee shall be entitled to (i) all mileage allowances and other
mom ys payable by reason of the use of the Units, and any such
mileage allowances or other moneys received by the Lessor shall
be forthwith remitted to the Lessee, and (ii) the proceeds of any
claim or right of the Lessor or the Lessee against third persons
for injury, damage or loss with respect to any Unit 03: the use or
operation thereof, including settlements pursuant to the rules of
the Association of American Railroads, and the Lessee shall be
surrogated to the extent of the Lessee*s interest to all the
Lessor's rights of recovery therefor against any other person,
fin i or corporation. The Lessor hereby authorizes the Lessee to
mak i settlement of, receive payment and receipt for any and all
such claims on behalf of the Lessor, and the Lessor agrees to
execute and deliver from time to time such instruments and do
sue
mor
the

i other acts and things as may be necessary or appropriate
; fully to evidence the Lessee's authority and/or to vest in
Lessee such proceeds to the extent of the Lessee's interest
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In or to effect such subrogation; and in the event of any
damage or destruction in respect of which the Lessee is
led to proceeds or subrogation as aforesaid, the Lessor
refrain from doing any act or executing any instrument

to si ten subrogation.

lie Lessee covenants and agrees from time to time at its
expe: ise to do all acts and execute all such instruments of
furti ter assurance as it shall be reasonably requested by the
Less xr to do or execute for the purpose of fully carrying out and
effertuating this Lease and the intent hereof.

Section 21*. Execution. Although this Lease is dated as of
Nove nber 1, 1972 for convenience, the actual date or dates of
exec ition hereof by the parties hereto is or are, respectively,
the late or dates stated in the acknowledgments hereto annexed.

Section 22. Law Governing. The terms of this Lease and all
righ :s and obligations hereunder shall be governed by -the laws of
the State of Utah; provided, however, that the parties shall be
enti bled to all rights conferred by Section 20c of the Interstate
Comm »rce Act of the United States, the applicable recording laws
of C mada and of the Provinces or Territories thereof and such
additional rights arising out of the filing, recording or
depositing hereof and of any assignment hereof or out of the
marking on the Units as shall be conferred by the laws of the
several jurisdictions in which this Agreement or any assignment
hereof shall be filed, recorded or deposited or in which any Unit
may be located.

iSection 23. Notices. Any notice required or permitted to be
giv« n by either party hereto to the other shall be deemed to have
beei given when deposited in the United States or Canadian
registered mails, first-class postage prepaid, addressed as
follows:

If to the Lessor, P.O. Box 149, Salt Lake City, Utah
8U110,

If to the Lessee, P.O. Box 8100, Montreal 101, Quebec,
Canada, attention of the Treasurer;

or Addressed to either party at such other address as such party
shall hereafter furnish to the other party in writing.

Section 54. Definitions. If and so long as this Lease is
assigned to tKe Trustee (or any successor thereto) for collateral
purposes, wherever the term "Lessor" is used in this Lease it
sha: 1 also apply and refer to the Trustee and any successors
thei eto (with the exception of Section 1ft hereof) unless the
context shall otherwise require and except that the Trustee shall
not be subject to any liabilities or obligations under this
Lease; and the fact that the Trustee is specifically named in
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certaijn provisions shall not be construed to mean that the
Trustee (and any successors thereto) is not entitled to the
benefits of other provisions where only the Lessor is named or
where only the Trustee, as the case may be, is named.

! Section 25. severabilitv. Any provision of this Lease which
is prohibited or unenforceable in any jurisdiction shall, as to
such Jurisdiction, be ineffective to the extent of such
prohibition or unenforceability without invalidating the
remaining provisions hereof, and any such prohibition or
uneriftorceability in any jurisdiction shall not invalidate or
rende;- unenforceable such provision in any other jurisdiction.

This Lease exclusively and completely states the rights of
5ssor and the Lessee with respect to the Units and
sedes all other agreements, oral or written, with respect to

the L
super:
the yhits. No variation or modification of this Lease and no
waiver of any of its provisions or conditions shall be valid
unless in writing and signed by duly authorized officers of the
Lessor and the Lessee.

Section 26. No Recourse. No recourse shall be had in respect
of any obligation due under this Lease, or referred to herein,
agairjst any incorporator, stockholder, director or officer, as
such, past, present or future, of the Lessor or the Lessee, or
agair st any principal or principals (disclosed or undisclosed) ,
as sv ch, of the Lessor or assignee or assignees or transferee or
transferees, as such, of the Lessor if the Lessor is acting in an
agency or nominee capacity, or against any beneficiaries, as
such, in respect of which the Lessor may be acting as trustee,
wh'ether by virtue of any constitutional provision, statute or
rule;of law or by enforcement of any assessment or penalty or
otjheijwise, all such liability, whether at common law, in equity,
by any constitutional provision, statute or otherwise, of
incorporators, stockholders, directors, officers, assignees,
transferees or principals, as such, being forever released as a
condition of and as consideration for the execution of this
Least

Counterpart Execution. This Lease may be executed in
•sfe'vejrai counterparts, but the counterpart delivered to the Trustee
sham be deemed to be the original counterpart. . - /
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IN WITNESS WHEREOF, the Lessor and the Lessee, each pursuant
ue corporate authority, have caused this instrument to be

xed and duly attested, all as of the date first above
ten.

FIRST SECURITY STATE BANK,
Owne r-Tr ustee

by

iPORATE SEAL]

CA1 HAN NATIONAL RAILWAY
^COMPANY,

PORATE SEAL]

'A
,V1CE PRESIDENT

LICITOB

T- SECRET AH y
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OF UTAH

COUN-IY OF SALT LAKE

n this
ared

day of , 1972, before me personally
, to me personally

who, being by me duly sworn, says that he is
of FIRST SECURITY STATE BANK, that one of the

affixed to the foregoing instrument is the corporate seal
said banking corporation, that said instrument was signed

jaled on behalf of said banking corporation by authority of
>ard of Directors, and he acknowledged that the execution of

the foregoing instrument was the free act and deed of said
bank: Jig corporation.

My c

C

xnmission expires

Notary Public

NOTARIAL SEAL]

PROA

CIT1

TNCE OF QUEBEC

OF MONTREAL
ss.:

» 1972, before me personally
f to me personally

On this &J-v& day of
appeared L. A. FULLER
known, who, being by me duly sworn, says that he is the

ASSIST; NT SECRETARY CANADIAN NATIONAL RAILWAY COMPANY, that one Of
the seals affixed to the foregoing instrument is the corporate
sea!, of the said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
cor xnration.

My commission is for life.

[NOTARIAL SEAL]



SCHEDULE I - Lease

Group A and C Units

Qua itity Type and Specifications \

52'8", 100-ton box
cars, 10' sliding doors

Cost
' •-— 7—r

s Identifying
' Numbers (both

' Inclusive)

i

$4,468,030.00 (Canadian) CNIS 417000-417249

0

0

Group B and D Units

52'8", 70-ton box
cars, 18' double doors

_ . i..

'$5,917(230.00 (Canadian)

52'8", 70-ton box 2,752,387.40 (Canadian)
cars, 18'double doors

52'8", 100-ton box
cars, 18' double doors

1,000,838.50 (Canadian)

CN 557000-557299

CN 557300-557439

CN 415000-4 15049



Daily Lease Rate

Basic Lease Rate

SCHEDULE II - Lease

Percentage of
Cost* of

Group A Units

Percentage of
Cost* of

Group B Units

.02222%

4.20117%

Percentage of Percentage of
O>st*of Cost* of

Group C Units Group D Units

*as defined in Equipment Trust Agreement



LEASE OF EQUIPMENT NO. 1

between

FIRST SECURITY STATE BANK, Owner-Trustee

and

CANADIAN NATIONAL RAILWAY COMPANY

Dated as of November 1, 1972
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EASE OF EQUIPMENT, dated as of November 1, 1972, between
SECURITY STATE BANK, a state banking corporation organized
the laws of the State of Utah, as Owner-Trustee
inafter called the Lesser) under Owner Trust Agreement No. 1
as of November 1, .1972 with George Eccles (hereinafter
d the Beneficiary), and CANADIAN NATIONAL RAILWAY COMPANY, a
ration duly incorporated under the laws of Canada
inafter called the Lessee)

HEREAS, the Lessor, National Steel Car Corporation, Limited
inafter called the Manufacturer) and the Lessee have entered
a Manufacturing Agreement dated as of November 1, 1972
inafter called the Manufacturing Agreement) , wheresin the
acturer has agreed to construct, sell and deliver the
oad equipment described in Schedule I hereto; and

HEREAS, the Lessor has entered into Equipment Trust
Agre ment No. 1 dated as of November 1, 1972 (hereinafter called
Equipment Trust Agreement) with First Security Bank of Utah,
NiA.', as Trustee (hereinafter called the Trustee), under which
the Lessor has agreed to cause the Manufacturer to sell, assign
and ;ransf er to the Trustee title to all such units of railroad
equipment delivered and accepted on or prior to December 31, 1972
of ai aggregate cost of up to $2,000,000 (U.S.) and settled for
en oc prior to April 30, 1973 under the Manufacturing Agreement
and onder which such title to the Units will be reserved to the
Trus bee until the Lessor fulfills its obligations under the
Equi pment Trust Agreement (such units described in Schedule JL
here ;o being hereinafter called the Group A Units, the Group B
Units, the Group C Units and the Group D Units respectively, as
the :ase may be, and all such Units being hereinafter
collectively called the Units), and under which the Trustee has
agreed to lease all the Units to the Lessor;

WHEREAS, the Lessee desires to lease from the Lessor such
B Units as are delivered and accepted on or prior to

iber 31, 1972, and settled for en or prior to April 30, 1973,
the Manufacturing Agreement up to an aggregate cost
0,000 (U.S.), the Group E Units covered hereby being
ibed specifically in Supplement No. 1 hereto, at the rentals
or the terms and upon the conditions hereinafter provided;

ow, THEREFORE, in consideration of the premises and of the
Is to be paid and the covenants hereinafter mentioned to be
and performed by the Lessee, the Lessor hereby leases the
to the Lessee upon the following terms and conditions, but,
default of the Lessee hereunder, subject and subordinate to
he rights and remedies cf the Trustee under the Equipment
. Agreement.

iection 1. Delivery and Acceptance of Units. The Lessor will
i each Unit accepted pursuant to the Manufacturing Agreement
tendered to the Lessee at such point or points as may be
lly acceptable to the Lessor and the Lessee. Immediately



such tender, the Lessee will cause its authorized inspectors
or representatives to inspect the same, and if such Un;Lt is found
to bs in good operating order and repair, to accept delivery of
such Unit and to execute and deliver to the Lessor a certificate
of a :ceptance (hereinafter called a Certificate of Acceptance)
certifying as to the actual date of acceptance of delivery by the

se; whereupon such Unit shall be deemed to have been
i/ered to and accepted by the Lessee under this Lease and

Less
deli
shalll be subject thereafter to all the terms and conditions of
this
binding upcn the Lessee. Any Unit or Units excluded from the
Equipment Trust Agreement pursuant to Section 3.01 thereof shall
like i*ise be excluded from this Lease. Any such Units so excluded

the Equipment Trust Agreement and from this Lease shall, iffrom
such
April 30, 1973, under the Manufacturing Agreement, be leased by
the
and
the Lessee.

Section 2. Rentals. The Lessee agrees to pay to the Lessor,
uch coin or currency of the United States of America as, at
time payable, shall te legal tender for the payment of public
private debts, as rental for each Unit subject to this Lease,

in s
the
and
40 cjonsecutive semi-annual payments payable on the Business Day
(as
and

defined in the Equipment Trust Agreement) next preceding May
November 1 of each year commencing May 1, 1973. In respect

any

Lease and such Certificate of Acceptance shall be absolutely

Units are delivered, accepted and settled for on or prior to

,essee from the Lessor pursuant to Leases of Equipment No. 2
No. 3 dated as of November 1, 1972, between the Lessor and

of each Unit subject to this Lease (a) the first such semi-annual
pjaynent shall be an amount equal to (i) the daily lease rate
theiefor set forth in Schedule II multiplied by the Cost of such
Unit for each day elapsed from and including the date such Unit
i|s settled for under the Equipment Trust Agreement and the
Manx; fact ur ing Agreement to May 1, 1973 and (ii) the basic lease
rjate therefor set forth in Schedule II multiplied by the Cost of
suet Unit, and (b) the next such 39 semi-annual payments shall
e|acl be in an amount equal to the basic lease rate therefor set
forth in Schedule II multiplied by the Cost of such Unit.

All rental and other payments provided for. in this Lease to
be njade to the Lessor shall be made to the Lessor by the deposit
Of ijhe funds to the account of the Lessor at the branch of such

or trust company as shall be from time to time specified in
writjing by the Lessor.

This Lease is a net lease and the Lessee shall not be
tled to any abatement cf rent, reduction thereof or set-off
nst rent, including but not limited to, abatements,
ctions or set-offs due or alleged to be due to, or by reason
any past., present ox future claims of the Lessee axjainst the
or under this Lease or otherwise or against the Trustee or
anufacturer; nor, except as otherwise expressly provided

entd
agai
redi
?±g'
Les
t|fae
herein, shall this Lease terminate, or the respective obligations
of the Lesser or the Lessee be otherwise affected, by reason of

defect in or damage to or loss of possession or loss of use



of orj destruction of all or any of the Units from whatever cause,
the prohibition of or other restriction against the Lesseefs use
of all or any of the Units, the interference with such use by any
person or entity, the invalidity or unenforceability or.lack of
due authorization of this Lease or lack of right, power or
authority of the Lessor to enter into this Lease, the breach by
the lessor of the representations and warranties of the Lessor
contained in the second paragraph of Section 8 hereof, or by
reason of any failure by the Lessor to perform any of its
obligations herein contained, or for any other cause whether
similar or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention of the
parties hereto that the rents and other amounts payable by the
Lessee hereunder shall continue to be payable in all events in
tlie planner and at the times herein provided unless the obligation
to p
provisions of this Lease. The Lessee shall have a right of
acti
representations and warranties or any such failure to.perform
such
and

Unit
to- s

ly the same shall be terminated pursuant to the express

against the Lessor for any such breach of such

obligations, but without any right of set-off of such rents
3ther amounts payable by the Lessee hereunder.

Section 3. Terms of Lease^ The term of this Lease as to each
shall begin upon acceptance thereof by the Lessee pursuant
ection 1 hereof, and, subject to the provisions of Sections

61, 9|, 17 and 19 hereof, shall terminate six months after the date
oh wpich the final semi-annual payment of rent in respect thereof
i's d[ue hereunder.

otwithstanding anything to the contrary contained herein,
all [rights and obligations under this Lease and in and to the
Unitjs, upon default by the Lessee hereunder, are subordinate,
jpndpr in rank and subject to the rights cf the Trustee under the
Equipment Trust Agreement.

Section 4. Identification Marks. The Lessee will cause each
Unit to be kept numbered with the identifying number as set forth
in Schedule I hereto and will keep and maintain, plainly,
distinctly, permanently and conspicuously marked on each side of
sucl Unit, in letters not less than an inch in height, the
following words: "OWNED EY FIRST SECURITY BANK OF UTAH, N.A., 79
SOU-IB MAIN STBEET, SALT LAKE CITY, UTAH, AS TRUSTEE UNDER THE
TERMS OF AN EQUIPMENT TRUST AGREEMENT"„ or Other appropriate
words designated by the Trustee, with appropriate changes thereof
and additions thereto as from time to time may be required by law

rder to protect the interest of the Lessor and the Trustee in
to such Unit and the rights cf the Lessor under this Lease
the Equipment Trust Agreement and cf the Trustee under the
pment Trust Agreement., The Lessee will not place any such

xn <
and
and
Equd
Uni-i: in operation or exercise any control or dominion over the
sam<- until such words shall have been sc marked on both sides
the::eof and will replace promptly any such words which may be
removed, defaced or destroyed. The Lessee will not change or
pernit the identifying number of any Unit to be changed except in
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dance with a statement of new identifying numbers to be
:ituted therefor, which statement previously shall have been
with the Trustee and the Lessor by the Lessee and filed,

:ded or deposited in all public offices where this Lease will
been filed, recorded or deposited.

Sxcept as above provided the Lessee will not allow the name
ly person, association or corporation to be placed on the
as a designation that might be interpreted as a claim of

rship; provided, however, that the Lessee may cause the Units
= lettered with the names, initials or other insignia
omarily used by the Lessee or any permitted sublessee on
road equipment used by it of the same or similar type for
snience of identification of their right to use the Units.

Section 5. Taxegj. All payments to be made by the Lessee
hereunder will be free cf expense to the Lessor and the Trustee
fbr collection or other charges and will be free of expense to
the Lessor and the Trustee with respect to the amount of any
ijocal, state, provincial or federal United States, Canadian or
MJexican taxes (other than any local, state, provincial or federal
United States or Canadian or Mexican income taxes [to the extent
that the Lessor receives credit for such Canadian or Mexican
taxes against its United States income tax liability] payable by
the Lessor in consequence of the receipt of payments provided
hjerein, and other than the aggregate of all franchise taxes

ured by net income based en such receipts, except any such
which is in substitution for or relieves the Lessee from the
ent of taxes which it would otherwise be obligated to pay or
burse as herein provided), assessments or license fees (and
charges, fines or penalties of any kind in connection
ewith) (hereinafter called "impositions") hereafter levied or
sed upon or in connection with or measured by this Lease,
Equipment Trust Agreement or any of the instruments or
ements referred to herein or therein or contemplated hereby
hereby, or any sale, rental, use, payment, shipment, delivery

meas
t!ax
payn
rein
any
tlhei
ilmpc
i-he
agre
or t
er transfer of title under the terms hereof, the Equipment Trust
Agreement or any such instruments or agreements, all of which

isitions the Lessee assumes and agrees to pay on demand in
add-.tion to the payments to be made by it provided for herein.
The Lessee will also pay promptly all impositions which may be
imp< >sed upon any Unit or for the use or operation thereof or upon

agr =ements referred to therein or contemplated thereby, and will

int
lie

earnings arising therefrom or upon the Lessor solely by
son of its interest therein or upon the Trustee solely by

the
reas
reason of its title thereto and any and all impositions upon or
on account of the trust created by the Equipment Trust Agreement
or iipcn or on account of the Equipment Trust Agreement, or the
transactions contemplated thereby (whether or not such
transactions shall actually be consummated) or the instruments or

kee 3 at all times all and every part of such Unit free and clear
of ill such impositions which might in any way affect the

Crests of the Lessor ex the Trustee or result in a claim,
i, security interest or other encumbrance upon any such Unit



ill supply the Lessor and the Trustee with a receipt or
evidence of such payment satisfactory to the lessor and the

ee; provided, however* that the Lessee shall be under no

and
othe
Trus
obligation to pay any impositions so long as it is contesting in

faith and by appropriate legal proceedings such impositions
ihe nonpayment thereof does not, in the opinion of the Lessor
Trustee, adversely affect the property or rights of the
or the Trustee hereunder or under the Equipment Trust

went and the Lessee shall have furnished the Trustee with an
.on of counsel to such effect. If any such impositions shall
been charged or levied against the Lessor or the Trustee

directly and paid by the Lessor or the Trustee, the Lessee shall
the Lessor or the Trustee, as the case may be, on

of an invoice therefor; provided^ however,,, that the
:€ shall not be obliged to reimburse the Lessor or the
:ee for any such imposition so paid unless (a) prior to such
mt, the Lessor or the Trustee shall have obtained the
on of either of their respective counsel that either the
:r or the Trustee was liable to pay such imposition, or (b)
s the Lessee shall have approved the payment thereof.

good
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[n the event any reports with respect to impositions are
requ Lred to be made on the basis of individual Units the Lessee
will either make such reports in such manner as to show the
inte rests of the Lessor and the Trustee in such Units, if such is
necessary cr appropriate, or will notify the Lessor and the
Trus bee of such requirement and will make such reports in such
mann 2r as shall be satisfactory to the Lessor and the Trustee.

En the event that, during the continuance of this Lease, the
Lessse becomes liable for the payment or reimbursement of any
impositions, pursuant to this Section 5, such liability shall
continue, notwithstanding the termination of this Lease, until
all such impositions are paid or reimbursed by the Lessee.

ection 6« Payment for Casualty Occurrences^ In the event
any Unit shall be cr become worn out, lost, stolen,
royed or damaged beyond economic repair, from any cause

, or taken or requisitioned by condemnation or
(any such occurrence being hereinafter called a

Occurrence) during the term of this Lease or until such
shall have been returned to the Lessor in the manner
ded in Section *\2 hereof, the Lessee shall, within 30 days
it shall have determined that such Unit has suffered a

Occurrence, fully notify the Lessor and the Trustee with
ect thereto. On the rental payment date next succeeding such
ce (or, at the option of the Lessee, in the event such rental
shall occur within 15 days after such notice, on the next
eeding rental payment date) the Lessee shall pay to the
or an amount equal to the Casualty Value (as hereinafter

of such Unit as cf such rental payment date in
rdance with the schedule set out below. Upon the making of
payment by the Lessee in respect of any Unit, the rental for
Unit shall cease to accrue as of the date of such payment

that
dest
whatsoever
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'and the terms of this Lease as to such Unit shall terminate. The
Lessor shall, upon request of the Lessee, after payment by the
Lessee of a sum equal to the Casualty Value of any Unit, execute
anc deliver to or upon the order of the Lessee a bill of sale
(without warranties) for such Unit such as will transfer to the
Lessee such title to such Unit as the Lessor and the Trustee
^derived from the Manufacturer free and clear of all liens,
security interests and other encumbrances arising through the
Lesjscr or the Trustee.

The Casualty Value of each Group A, Group B, Group C and
Group D Unit as of any rental payment date shall be determined by
multiplying the Cost (as defined in the Equipment Trust
Agreement) of such Unit by the applicable percentage set forth
jopposite each rental payment date number in the following
'schedule:
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eafter, the lesser cf 16.040056 of the Cost or the Fair Market
e thereof immediately prior to the Casualty Occurrence, such
Market Value to be calculated in the manner provided in
ion 19 hereof.

Except as hereinabove in this Section 6 provided, the Lessee
1 not te released from its obligations hereunder in the event
and shall bear the risk cf, any Casualty Occurrence to any
after delivery to and acceptance thereof ty the Lessee
under.

Section 7. Annual Reports., On or before April 1 in each year,
cicmnencing with the year 1974, the Lessee will furnish to the
Lessor and the Trustee, in such number of counterparts or copies
4s nay reasonably be requested an accurate statement signed by an
authorized representative, (i) showing, as of the preceding
Ipecember 31, the amount, description and numbers of all Units
then leased hereunder and the amount, description and numbers of
dll1Units that may have suffered a Casualty Occurrence, whether
by accident or otherwise, during the preceding calendcir year (or
since the date of this Lease in the case of the first such
sta :ement) , and such other information regarding the condition
and state of repair of the Units as the Lessor or the Trustee may
reasonably request, (ii) identifying the units of railway
equ .pment then subject to this Lease and (iii) stating that, in
the case of all Units repaired or repainted during the period
covered by such statement, the markings required by Section 4
hereof and Section 4.06 of the Equipment Trust Agreement have
bee* preserved or replaced. The Lessor shall have the right, by
its agents, but shall be under no obligation, to inspect the
Uni :s and the records of the Lessee with respect thereto at any
reasonable time during continuance of this Lease.

On the request of the Lessor, the Lessee shall in each year
deliver to each holder of Trust Certificates (as defined in the
Equipment Trust Agreement) after the end of the Lessee*s fiscal
year, in such number of copies as may reasonably be requested,
its annual report, including audited financial statements of the

see for the fiscal period ended, as soon as it is completed
is available for distribution.

Les
and

Section 8. Disclaimer of Warrantieŝ  Compliance With Laws and
Rullas; Maintenance^ Indemnification. The Lessor makes no warranty
0r {representation, either express or implied, as to the design,

liance with specifications, or condition of, or as to the
ity of the material, equipment or workmanship in, or as to
suitability, adequacy, operation, use or performance of, the
ts delivered to the Lessee hereunder, and the Lessor makes no
ranty of merchantability or fitness of the Units for any

particular purpose, it being agreed that all such risks, as
between the Lessor and the Lessee, are to be borne by the Lessee;

Uni
war

tut
Les
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the Lessor hereby irrevocably appoints and constitutes the
see its agent and attorney-in-fact during the term of this
se to assert and enforce from time to time, in the name of and
the account of and for the account of the Lessor and/or the

Lessee as their interests may appear, whatever claims and rights
the Lessor may have against the Manufacturer of the Cnits or of
the components thereof. Lessor shall have no responsibility or
liability under this Lease to the Lessee or any other person with
respect to any of the following: (i) any liability, loss or
dan age caused or alleged to be caused directly or.indirectly by
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Units or by any inadequacy thereof or deficiency or defect
ein or by any other circumstance in connection therewith;
the use, operation or performance of any Units or any risks
ting thereto; (iii) any interruption of service, loss of
ness or anticipatory profits or consequential damages; or
the delivery, operation, servicing, maintenance, repair,

improvement or replacement of any Units. The Lessee's acceptance
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elivery of the Units shall be conclusive evidence as between
Lessee, the Lessor and the Trustee, that all Units described
Certificate of Acceptance are in all the foregoing respects

of
the!
in
satisfactory to the Lessee and the Lessee will not assert any
claim of any nature whatsoever against the Lessor or the Trustee

d on any of the foregoing matters.

The Lessor represents and warrants as follows:

<i) At the time of delivery of each Unit under this
Lease, the Lessor shall have such title to such Unit as is
derived from the Manufacturer and the Trustee, unimpaired by
any act or omission of the Lessor cr the Trustee which will
in any manner prevent the performance of this Lease in
accordance with its terms and, in addition, such Unit shall
be free and clear of all claims, liens, security interests
and encumbrances, except those created or arising under the
Equipment Trust Agreement, which may result from claims
against the Lessor or the Trustee not arising out of the
lease or ownership thereof which will prevent the performance
of this Lease in accordance with its terms; and

(ii) So long as the Lessee shall not be in default under
this Lease, the Lessor shall not do (or suffer to be done by
any person claiming through or against the Lessor and not
against the Lessee or any sublessee) any act which interferes
with any and all rights cf the Lessee to peaceably and
quietly hold, possess and use the Units in accordance with
the terms of this Lease.

The Lessor covenants that any sale, assignment, transfer,
gage or other disposition which it may make of this Lease or
ny Unit, whether prior or subsequent to delivery to the
ee, shall be expressly subject to the terms and provisions of
Lease; provided, however, that this Lease shall be

irdinated to the rights of the Trustee under the Equipment
t Agreement but neither the Lessor nor the Trustee shall
the right to terminate or impair the Lessee's possession or
of the property subject to this Lease so long as the Lessee
1 not be in default under this Lease; and, subject to the
going, covenants that the Lessor has not done and will not
or suffer to be done by any person claiming through or
nst the Lessor) any act which interferes with or Impairs (x)
Lessee's possession and use in accordance with the terms of
Lease of the Units or (y) the title to the Units which may

:ransferred or conveyed to the Lessee under the provisions of
ions 6 and 19 of this Lease and that any title so conveyed
1 then be free of any lien, claim, security interest or other
mbrance by or in favor of any person claiming by, through or
r the Lessor.

iThe Lessor covenants and agrees not to alter, amend or modify
the Equipment Trust Agreement or the Assignment of Lease and
Agr«ement No. 1, pursuant to which this Lease is assigned to the
Trustee, without the prior written consent of the Lessee.
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The Lessee agrees, for the benefit of the Lessor eind the
Trustee, to comply in all respects with all laws of the
jur .sdictions in which operations involving any Unit subject to
this Lease may extend, with the Interchange Rules of the
Association of American Bailroads, if applicable, and with all
law :ul rules of any legislative, executive, administrative or
judicial body or officer exercising any power or jurisdiction
over any such Unit, to the extent such laws and rules affect the
ope:rations or use of such Unit; and the,Lessee shall and does
hereby indemnify the Lessor and the Trustee and agrees to hold
the Lessor and the Trustee harmless from and against any and all
liability that may arise from any infringement or violation of
any such laws or rules by the Lessor or the Lessee, or their
employees, or any other person. In the event that such laws or
rulos require the alteration of the Units or in case any
equipment or appliance on any such Unit shall be required to be
changed or replaced, or in case any additional or other equipment

ppliance is required to be installed on such Unit in order toor
com,
Les
changes, additions and replacements and to use, maintain and

•ate such Unit in full compliance with such laws, regulations.
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ly with such laws, regulations, requirements and rules, the
ee agrees, at its own expense, to make such alterations.

irements and rules so long as such Unit is subject to this
e; provided,, however, that the Lessee may, in good faith,
est the validity or application of any such law or rule in
reasonable manner which does not, in the opinion of the
or or the Trustee, adversely affect the property or rights of
Lessor or the Trustee hereunder or under the Equipment Trust
ement.

The Lessee agrees that, at its own cost and expense, it will
tain and keep each Unit which is subject to this Lease in
order and repair, reasonable wear and tear excepted.

Any and all additions to any Unit and any and all parts
ailed en or replacements made to any Unit shall be considered
ssions to such Unit (except such as can be removed without
ge to and without impairing the originally intended function
.se of such Unit and without cost or expense to the Lessor or
Trustee) and there shall be immediately vested in the Lessor
the Trustee the same interest in such accessions, parts or
acements as the interests of the Lessor and the Trustee in
i Unit. The Lessee may make alterations or modifications in
Unit so long as it does not affect the value of such Unit
rsely.

The Lessee agrees to indemnify and save harmless the Lessor
the Trustee against any charge or claim made against the
or or the Trustee and against any expense, loss or liability
luding, but not limited to, counsel fees and expenses, patent
dlities, penalties and interest, but excluding any liability
:r Section 14 hereof) which the Lessor or the Trustee may
r in any manner by reason of the ownership of, or which may
e in any manner cut cf or as the result of the ordering,
.isition, purchase, use, operation, condition, delivery,
ction, storage or return of, any Unit while subject to this
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e or until no longer in the possession of or stored by the
ee, whichever is later, and to indemnify and save harmless
Lessor and the Trustee against any charge, claim, expense,
or liability on account of any accident in connection with
operation, use, condition, possession or storage of any Unit
Iting in damage to property or injury or death to any person;
idecU however^ that the Lessee shall not te required to
mnify the Lessor or the Trustee under this paragraph for
igence on the part of the Lessor cr the Trustee. The
mnities arising under this paragraph shall survive payment of
other obligations under this Lease or the termination of this
e. Anything herein to the contrary notwithstanding, the
ee shall not be obligated to indemnify under this paragraph
espect of any charge, claim, expense, loss or liability
ibutable to a Unit which shall have been returned to the
or pursuant to Sections 10 or 12 hereof or after this Lease
respect to such Unit has otherwise terminated, Brovided
such charge, claim, expense, loss or liability is

rned or this Lease with respect to such Unit terminated, and
ided, further j, that such charge, claim, expense, loss or
ility does net arise as a result of mechanical defects of
Unit which existed at the time such Unit was so returned or
Lease with respect to such Unit terminated.

The Lessee agrees to prepare and deliver to the Lessor within
asonable time prior to the required date of filing (or, to
extent permissible, file on behalf of the Lessor) any and all
rts known by the Lessee to be required to be filed by the
or, or requested by the Lessor to be filed, with any federal,
e or other regulatory authority ty reason of the interest of
Trustee and the Lessor in the Units or the leasing of the
s to the Lessee.

Section 9. Default., If, during the continuance of this Lease,
or more of the following events (hereinafter sometimes called
ts of Default) shall occur:

A. default shall be made in the payment of any part of
the rental provided in Section 2 hereof and such default
shall continue for 10 days; or

B. the Lessee shall make or permit any unauthorized
assignment or transfer of this Lease; or

C. default shall be made in the observance or
performance of any other of the covenants, conditions and
agreements on the part cf the Lessee contained herein or in
the Consent (as hereinafter defined) and such default shall
continue (and the Lessee shall net make effective provisions
for curing such default) for 30 days after written notice to
the Lessee specifying the default and demanding that the same
be remedied; or
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D. any proceedings shall be commenced by or against the
lessee for any relief under any bankruptcy or insolvency
laws, or laws relating to the relief of debtors,
readjustments of indebtedness, reorganization, arrangements,
compositions or extensions (other than a law which does not
permit any readjustments of the obligations of the Lessee
hereunder), unless such proceedings shall have been
dismissed, nullified, stayed or otherwise rendered
ineffective (but then only so long as such stay shall
continue in force or such ineffectiveness shall continue),
and all the obligations of the Lessee under this Lease shall
not have been duly assumed in writing, pursuant to a court
order or decree, by a trustee or trustees or receiver or
receivers appointed for the Lessee or for the property of the
Lessee in connection with any such proceedings in such manner
that such obligations shall have the same status as
obligations incurred by such a trustee or trustees or
receiver or receivers, within 30 days after such appointment,
if any, or 60 days after such proceedings shall have been
commenced, whichever shall be earlier;

, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions,
either at law or in equity, to enforce performance by the
Lessee of the applicable covenants of this Lease or to
recover damages for the breach thereof; or

(b) by notice in writing to the Lessee terminate this
Lease, whereupon all right of the Lessee to the use of the
Units shall absolutely cease and determine as though this
Lease had never been made, but the Lessee shall remain liable
as hereinafter provided; and thereupon, the Lessoj: may by its
agents enter upon the premises of the Lessee or other
premises where any of the Units may be and take possession of
all or any of such Units and thenceforth hold, possess and
enjoy the same free from any right of the Lessee, or its
successors or assigns, to use the Units for any purposes
whatever; but the Lessor shall, nevertheless, have the right
to recover from the Lessee any and all amounts which under
the terms of this Lease may then be due or which may have
accrued to the date of such termination (computing the rental
for any number of days less than a full rental period by
multiplying the rental for such full period by a fraction of
which the numerator is such number of days and the
denominator is the total number of days in such full rental
period), (i) as liquidated damages for loss of the bargain
and not as a penalty, a sum with respect to each Unit subject
to this Lease which represents the excess of (x) the present
value at the time of such termination of the entire unpaid
balance of all rentals for such Unit which would otherwise
have accrued hereunder from the date of such termination to
the end of the term of this Lease as to such Unit over (y)
the then present value of the net rentals which the Lessor
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reasonably estimates to be obtainable for the lease of the
Unit during such period, such present value to be computed in
each case on a basis of 8% per annum discount compounded
semi-annually from the respective dates upon which rentals
would have been payable hereunder had this Lease not been
terminated; (ii) any damages and expenses, including
reasonable attorneys• fees, in addition thereto which the
Lessor shall have sustained by reason of the breach of any
covenant or covenants cf this Lease other than for the
payment of rental; (iii) an amount which, after deduction of
all taxes required to be paid by the Lessor in respect of the
receipt thereof under the laws of the United States or Canada
or any political subdivision thereof, shall be equal to any
portion of the percentage of investment credit (hereinafter
called the "Investment Credit"), allowed by Section 38 and
related sections of the Internal Revenue Code of 1954, as
amended (hereinafter called the Code), which was lost, not
claimed, not available for claim, disallowed or recaptured in
respect of a Group A cr Group c Unit, by or frcm the Lessor
as a result of the breach of one or more of the
representations, warranties and covenants made by the Lessee
in Section 14 hereof or any other provision of the Lease, the
termination of this Lease, the Lessor's loss of the right to
use such Group A or Group C Unit, any action or inaction by
the Lessor or the sale or other disposition of the Lessor's
interest in any Group A or Group C Unit after the occurrence
of an Event of Default and (iv) an amount which after
deduction of all taxes required to be paid by the Lessor in
respect of the receipt thereof under the laws of the United
States or Canada or any political subdivision thereof, such
sum as, in the reasonable opinion of the Lessor, will cause
the Lessor's net return under this Lease to be equal to the
net return that would have been available to the Lessor if.it
had been entitled to utilization of all or such portion of
the maximum depreciation deduction authorized with respect to
a Xlnit under Section 167 of the Code utilizing the "lower limit"
of the "asset depreciation range" of 12 years for group A and group C
units and the "asset guideline period" of 15 years for group
B and group D units prescribed in accordance with Section
167 (m) of said Code, for an asset described in Asset
Guideline Class No. 00.25 as described in Revenue Procedure
72-10, 1972 IRB 8 (hereinafter called the Depreciation
Deduction), which was lost, not claimed, not available for
claim, disallowed or recaptured in respect of a Unit as a
result of a breach of one or more of the representations,
warranties and covenants made by the Lessor in Section 14 or
any other provision of this Lease, the termination of this
Lease, the Lessor's less of the right to use such Unit any
action or inaction by the Lesser or the sale or other
disposition of the Lessor's interest in such Unit after the
occurrence of an Event of Default. Notwithstanding anything
to the contrary contained in this clause (b), it is
understood and agreed that the Lessee shall receive a credit
in respect of the amounts payable or paid pursuant to
subclause (i) of this clause (b) equal to any net proceeds
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received by the Lessor upon the sale or the releasing of the
Units to the extent that such net proceeds as actually
received exceed the amount payable or paid pursuant to the
said sub-clause (i).

Anything in this Section 9 to the contrary notwithstanding,
any default in the observance or performance of any covenant,
conlition or agreement on the part of the Lessee which results
solily in the loss by the Lessor of, or the loss by the Lessor of
the right to claim, or the disallowance with respect -to the
Lessor of, all or any portion of the above-mentioned deductions,
credits or other benefits, shall be, for all purposes of this
Lease, deemed to be cured if the Lessee shall, on or before the
nex: rental payment date after written notice from the Lessor of
ihe' loss, or the loss of the right to claim, or the disallowance
of : such deductions, credits or other benefits in respect of such
TJni-:, agree to pay to the Lessor the revised rental rate in
res]>ect of such Units determined as provided in the second
paragraph of Section 1U of this Lease.
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The remedies in this Lease provided in favor of the Lessor
not be deemed exclusive but shall be cumulative,, and shall

n addition to all other remedies in its favor existing at law
n equity. The Lessee hereby waives any mandatory
irements of law, now or hereafter in effect, which might
or modify the remedies herein provided, to the extent that

waiver is permitted by law. The Lessee hereby waives any
all existing or future claims to any offset against the
al payments due hereunder, and agrees to make rental payments
dless of any offset or claim which may be asserted by the
ee or on its behalf.

The failure of the Lessor to exercise the rights granted it
under upon any occurrence of any of the contingencies set
herein shall not constitute a waiver of any such right upon

continuation or recurrence of any such contingencies or
similar contingencies.

Section 10. Return of Units Upon Default. If the Lease shall
terminate pursuant to Section 9 hereof, the Lessee shall
forthwith deliver possession of the Units to the Lessor. For the
p/urgose • of delivering possession of any Unit or Units to the

or as above required, the Lessee shall at its own cost,
nse and risk:

A. forthwith place such Units upon such storage tracks
of the Lessee as the Lessor may reasonably designate,

B. permit the Lessor to store such Units on such tracks
at the risk of the Lessee until the earlier of the date all
such Units have been sold, leased or otherwise disposed of by
the Lessor and the 270th day from the day the Lessee shall
have placed the Units on such storage tracks, and
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C. transport the same to any place on the tracks of the
Lessee or any of its affiliates or to any connecting carrier
for shipment, all as directed by the Lessor.

The assembling, delivery, storage and transporting of the Units
as hereinbefore provided shall be at the expense and risk of the
Lessee and are of the essence of this Lease, and upon application
to any court of equity having jurisdiction in the premises the
Lessor shall be entitled to a decree against the Lessee requiring
specific performance of the covenants of the Lessee so to
assemble, deliver, store and transport the Units. During any
storage period, the Lessee will permit the Lessor or any person
designated by it, including the authorized representative or
rjepresentatives of any prospective purchaser of any Unit, to
inspect the same; provided^ however, that the Lessee shall not be
liable, except in the case of negligence of the Lessee or of its
employees or agents, for any injury to, or the death of, any
pjerson exercising, either on behalf of the Lessor or any
prospective purchaser, the rights of inspection granted under
this sentence.
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Without in any way limiting the obligation of the Lessee
undejr the foregoing provisions of this Section 10, the Lessee

irrevocably appoints the Lessor as the agent and attorney
Lessee, with full power and authority, at any time while

Lessee is obligated to deliver possession of any Unit to the
or, to demand and take possession of such Unit in the name
on behalf of the Lessee from whomsoever shall be at the time
possession of such Unit. In connection therewith the Lessee
supply the Lessor with such documents as the Lessor may

reasonably request.

Section 11. Assignment; Possession and Use. This Lease and
rentals and other sums due hereunder shall be assignable in
e or in part by the Lessor without the consent of the Lessee,
the Lessee shall be under no obligation to any assignee of
Lessor except upon written notice of such assignment from the
or. All the rights of the Lessor hereunder shall inure to
benefit of any beneficiary of the Lessor if the Lessor is a

subject, however to the terms of such trust, and to the
or»s assigns (including any beneficiary of any such assignee
uch assignee is a trust).

So long as the Lessee shall not be in default under this
e, the Lessee shall be entitled to the possession and use of
Units in accordance with the terms of this Lease, but,

the prior written consent of the Lessor, the Lessee shall
assign or transfer its leasehold interest under this Lease in
Units or any of them (except to the extent that the

of any mortgage now or hereafter created on any of the
of railroad of the Lessee may subject the Lessee's

leasehold interest to the lien thereof). In addition, the
ee, at its own expense, will promptly cause to be duly

discharged any lien, charge, security interest or other
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encufnbrance (other than an encumbrance resulting from claims
agaiist the Lessor or the Trustee not related to the ownership of
the Jnits or to the extent that the provisions of any mortgage
now lor hereafter created on any of the lines of railroad of the
Lessee may subject the Lessee*s leasehold interest to the lien
thereof) which may at any time be imposed on or with respect to

lit including any accession thereto or the interests of the
:, the Trustee or Lessee therein. The Lessee shall not,
it the prior written consent of the Lessor, part with the
»ssion or control of, or suffer or allow to pass out of its

pbssjession or control, any of the Units, except to the extent
permitted by the provisions of the immediately succeeding
paragraph hereof.

So long as the Lessee shall not be in default under this
Lease, the Lessee shall be entitled to the possession of the
Units and to the use thereof by it or by any affiliated or
subsidiary corporation upon its or their lines of railroad or
upon lines of railroad over which the Lessee or such other

oration has trackage or other operating rights or over which
road equipment of the Lessee or any such other corporation is
larly operated pursuant to contract, and also to permit the
of the Units upon other railroads in the usual interchange of
fie (if such interchange is customary at the time), but only
and subject to all the terms and conditions of this Lease
the Equipment Trust Agreement.

Nothing in this Section 11 shall be deemed to restrict the
t of the Lessee (i) to assign or transfer its leasehold
rest under this Lease in the Units or possession of the Units
ny corporation incorporated under the laws of Canada (which
1 have duly assumed the obligations of the Lessee hereunder)
or with which the Lessee shall have become amalgamated,
ed or consolidated or which shall have acquired the property
he Lessee as an entirety or substantially as an entirety; or
to sublease any Unit to any subsidiary or affiliated
orations of the Lessee; provided, however, that the rights of
sublessee are made expressly subordinate to the rights and
dies of the Trustee under the Equipment Trust Agreement and
Lessor under this Lease.

The Lessor shall have the right to declare the lease provided
herein terminated in case of any unauthorized assignment or

transfer of the Lease.

rail
rjegt
use
tjraf
upoi
and

for

Section 12. Return of Units Upon Termination of Term. As
sooafi as practicable on or after the termination of this Lease as

my or all of the Units, the Lessee will (unless the Unitsto
sha
exp
del
tracks of the Lessee as the Lessor may reasonably designate and
pernit the Lessor to store such Unit on such tracks for a period

LI have suffered a Casualty Occurence), at its own cost and
snse, at the request of the Lessor, assemble such Units and
uver possession of such Units to the Lessor upon such storage

not exceeding three months and transport the same, at any time
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wj-thjin such three-month period, to any reasonable place on the
line s of railroad operated by the Lessee or to any connecting
carrier for shipment, all as directed by the Lessor upon not less
than 30 days' written notice to the Lessee; the movement and
storage of the Units to be at the expense and risk of the Lessee.
Burring any such storage period the Lessee will permit the Lessor
or any person designated by it, including the authorized
representative or representatives of any prospective purchaser of
any Unit, to inspect the same; provided, however, that the Lessee
shall not be liable, except in the case of negligence of the
Lessee or of its employees or agents, for any injury to, or the
death of, any person exercising, either on behalf of the Lessor
or any prospective purchaser, the rights of inspection granted
under this sentence. The assembling, delivery, storage and
transporting of the Units as hereinbefore provided are: of the
essence of this Lease, and upon application to any court of
equity having jurisdiction in the premises, the Lessor shall be
entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. If any Unit shall have
suffered a Casualty Occurrence, the Lessee shall thereupon assume
and Ihold the Lessor harmless from all liability arising in
respect of any responsibility of ownership thereof. Each Unit
returned to Lessor pursuant to this Section (other them a Unit
which has suffered a Casualty Occurrence) shall (i) be in the
same operating order, repair and condition as when originally
delivered to the Lessee, reasonable wear and tear exempted and
(ii; meet the standards then in effect under the interchange
rulos of the Association of American Railroads and the United
Sta :es Federal Railroad Administration if applicable and the
Canadian Transport Commission.

section 13. Opinion of Counsel for the Lessee. On each
Closing Date as defined in the Manufacturing Agreement for Units
subject to this Lease, the Lessee will deliver to the Lessor and
the Trustee the written opinion of counsel for the Lessee, in
suci number of counterparts as may reasonably be requested, and
addressed to the Lessor and the Trustee, in scope and substance
satisfactory to them and their counsel, to the effect thats

A. the Lessee is a corporation legally incorporated and
validly existing in good standing, under the laws of Canada,
with full corporate power to enter into this Lease, the
consent and agreement executed by the Lessee (hereinafter
called the Consent) to the assignment of this Lease to the
Trustee as of the date hereof (hereinafter called the
Assignment) ;

B. this Lease and the Consent have been duly
authorized, executed and delivered by the Lessee and
constitute valid, legal and binding agreements, enforceable
in accordance with their terms;
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C. upon deposit of the Equipment Trust Agreement, this
Lease and the Assignment (including the consent) in the
office of the Registrar General of Canada and publication of
notice of such deposit in the Canada Gazette in accordance
with Section 86 of the Railway Act of Canada, no further act,
filing, recording or deposit (or giving of notice) is
required in order fully to protect in Canada or any Province
or Territory thereof the rights of the Lessor under this
Lease against any and all subsequent purchasers or mortgagees
from the Lessee and/or from creditors of the Lessee;

D. no approval is required from any public regulatory
x>dy with respect to the entering into or performance of this
Lease or the Consent, or all such approvals (which shall be
specifically described) have been obtained; and

E. the entering into and performance of this Lease and
the Consent will not result in any breach of, or constitute a
default under, any indenture, mortgage, deed of trust, bank
loan or credit agreement or other agreement or instrument to
which the Lessee is a party or by which it may be bound or
contravene any provision of law, statute, rule or regulation
:o which the Lessee is subject or any judgment, decree,
franchise, order or permit applicable to the Lessee.

JThe Lessee also agrees to furnish to the Lessor and the
Trustee a copy, certified by the secretary or an Assistant
Seen etary of the Lessee, of resolutions of the Board of Directors
of the Lessee authorizing the Lessee to enter into this Lease and
the Consent,

The Lessor agrees to furnish to the Lessee signed copies,
addzessed to the Lessee, of the opinion of counsel referred to in

graph 5(b) of the Purchase Agreement, which opinion shall inPare
ajddi
org
of l|he State of Utah with full corporate power to enter into this

e, the Manufacturing Agreement, the Equipment Trust Agreement

tion state that the Lessor is a state banking corporation
nized, validly existing and in good standing, undcsr the laws

the Assignment, and of the opinion of counsel for the
facturer referred to in paragraph 3. 04 (d) of the Equipment

Trus!t Agreement.

Section 1<4. Indemnity in Respect of Tax Matters. This Lease,
Equipment Trust Agreement and the Manufacturing Agreement
been entered into on the basis that the Lessor shall be
:led to such deductions, credits and other benefits as are
ided by the Internal Revenue Code of 1951, as amended to the
hereof (hereinafter called the Code) to an owner of property
uding (without limitation), an allowance for the Depreciation

Deduction (as defined in Section 9 of this Lease) and the
Investment Tax Credit (as defined in Section 9 of the Lease).

With respect to any Unit, if (other than for the reasons set
forih below) the Lessor shall lose or shall not have or shall
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the right to claim, or if (other than for the reasons set
h below) there shall be disallowed with respect to the
or, all or any portion of, the Investment Credit (with
>ect only to the Group A and Group C Units) or the

Depreciation Deduction with respect to a Unit in computing
taxeble income under one of the accelerated methods of
depieciation provided in Section 167(b) of the Code for the
period this Lease is in effect, then, after written notice
thereof to the Lessee by the Lessor, the rental rate applicable

iuch Unit set forth in Section 2 of this Lease shall be
increased by an amount for such Unit which, in the reasonable
opinion of the Lessor, will cause the Lessor*s net return in
respect of such Unit under this Lease to equal the net return
thati would have been available if the Lessor had been entitled to
utilization of all or such portion of the Investment credit (with
resj
whic
fort
any

sucl

ect to a Group A or Group C Unit) or Depreciation Deduction
h was not claimed or was disallowed and the Lessee shall
hwith pay to the Lessor as additional rental the amount of
interest or penalty which may be assessed by the United

Stales against the Lessor attributable to the loss of all or any
portion of the Investment Credit (in the case of a Group A or
Groip C Unit) or Depreciation Deduction, provided, however, that

rental rate shall not be so increased if the Lessor shall
h'av4 lost, or shall not have or shall have lost the right to
claim, or if there shall have been disallowed with respect to the
Lessor all or any portion of, the Investment credit (in the case
of a Group A or Group C Unit) or Depreciation Deduction with
respect to such Unit as a direct result of the occurrence of any
of ifhe following events:

(i) a Casualty Occurrence with respect to such Unit, if
the Lessee shall have paid to the Lessor the amounts
stipulated under Section 6 hereof;

(ii) a voluntary transfer by the Lessor (other than as
contemplated by the Equipment Trust Agreement) of legal title
to such Unit, the disposition by the Lessor of any interest
in such Unit or the reduction by the Lessor of its interest
in the rentals from such Unit under the Lease, unless, in
each case, an Event of Default shall have occurred and be
continuing;

(iii) the amendment of the Equipment Trust Agreement
without the prior written consent of the Lessee;

(iv) the failure of the Lessor to claim the Investment
Credit (with respect to a Group A or Group C Unit) or
Depreciation Deduction in its income tax return for the
appropriate year or the failure of the Lessor to follow
proper procedure in claiming the Investment credit (with
respect to a Group A or Group C Unit) or Depreciation
Deduction with respect to such Unit; or
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(v) -the failure of the Lessor to have sufficient
liability for the tax against which to credit such Investment
Credit or sufficient income to benefit from the Depreciation
Deduction, as applicable.

The Lessor agrees that if, in the opinion of its or the
Lessee^s independent tax counsel (herein referred to as Counsel),
a bcna fide claim to all or a portion of the Investment Credit on
any
p|o3
res
and
pro\
the
deened reasonable by Counsel in order to sustain such claim. The
Lessor may take such action prior to making payment of the
amovnts claimed pursuant to a notice of disallowance or make such
paynent and then sue for a refund. In the latter event, if the
fin
sha

Group A or Group C Unit or a bona fide claim to all or a
ion of the Depreciation Deduction on any Unit, exists in
ect of which the Lessee is required to pay increased rental
interest and/or penalty as aforesaid to the Lessor as above
ided, the Lessor shall, upon request and at the expense of
Lessee, take all such legal or other appropriate action

1 determination shall be adverse to the Lessor, the Lessee
1 pay to the Lessor interest on the amount of the tax paid

attributable to the Depreciation Deduction and/or Investment
Crecit disallowed, at the rate of Q% per annum, from the date of
paynent of such tax to the date the Lessee shall reimburse the
Lessor for such tax in accordance with the provisions of this
Section 14. The Lessor shall not be obligated to take any such
llegc 1 or other appropriate action unless the Lessee shall first
have agreed in writing to indemnify the Lessor for all
jJial ilities and expenses which may be entailed therein, and shall
hav« furnished the Lessor with such reasonable security therefor
as nay be requested.

| If any Canadian governmental authority. Dominion or
Provincial, shall withhold or cause to be withheld from any
rental payment made under Section 2 of this Lease or any
additional rental payment under this Section 14 any amounts in
resjiect of taxes, the Lessee will, on the rental paymeoit date
whei. such rental payment is made, pay to the Lessor as additional
rental a sum sufficient to permit payment of an amount equivalent
tlo he amount due without regard to any such witholding.

The Lessee's agreement to pay any sums which may become
pay ble pursuant to this Section 14 shall survive the expiration
brother termination of this Lease.

; The Lessee represents and warrants that (i).none of the Group
A or Group C Units constitutes property the construction,
reconstruction or erection of which was begun before April 1,
197 ; (ii) at the time the Lessor becomes the owner of the Group
A or Group C Units, such units will constitute "new section 38
property" within the meaning of Section 48 (b) of the Code and at
tphe time the Lessor becomes the owner of all Units, the Units
wili. not have been used by any person so as to preclude "the
original use of such property" within the meaning of Section
48 (lj>) and 167 (c) (2) of the Code from commencing with the Lessor
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and (iii) at all times during the term of this Lease, each Group
A an 1 C Unit will constitute "section 38 property" within the
meanJLng of Section 48 (a) of the Code.

Section 15. Recording; Expenses. Prior to the delivery and
accestance of any Unit, the Lessor will, at its own expense.
caus
(including the Consent) to be filed and recorded with the
Interstate Commerce Commission in accordance with Section 20c of
the Interstate Commerce Act and deposited with the Registrar
General of Canada (notice of such deposit to be forthwith
thereafter given in the Canada Gazette) pursuant to Section 86 of
the Railway Act of Canada. The Lessor will also cause the Lease
to bs filed and recorded pursuant to the Uniform Commercial Code
of ttie state of Utah. The Lessor will, at its own expense, from
time
acknowledge, deliver, file, register, record and deposit (and
will
any and all further instruments required by law and reasonably
requested by the Trustee, for the purpose of proper protection,
tp the satisfaction of the Trustee, of the Lessor's and the
Trustee's respective interests in the Units, or for the purpose

arrying out the intention of this Lease, the Assignment, the
ent and the Equipment Trust Agreement. The Lessor will

promptly furnish to the Trustee evidence of all such filing,
registering, recording, depositing, refiling, reregistering,
rer€cording and/or re-depositing and an opinion or opinions of
counsel with respect thereto satisfactory to the Lessor and the
Trustee.

tine

the

equ
Les
Tru

s the Equipment Trust Agreement, Lease and the Assignment

to time, do and perform any other act and will execute.

refile, reregister, rerecord or redeposit whenever required)

The Lessor will pay the reasonable costs and expenses
invdlved in the preparation and printing of this Lease and the
fees and disbursements of any counsel which it may retain, unless
s'ud costs, expenses, fees and disbursements are paid by some
other person. The Lessee will bear the fees and disbursements of
any counsel which it may retain.

Section 16. Interest on Overdue Rentals. Anything to the
rary herein contained notwithstanding, any nonpayment of
als and other obligations due hereunder shall result in the
qation on the part of the Lessee promptly to pay also an

coni
ren
bbli
a'moi nt equal to 9% per annum of the overdue rentals for the
period of time during which they are overdue.

Section 17. Termination. In the event that all of the Units
shall have been excluded from this Lease as provided in Section 1
hereof, this Lease shall terminate and, except as otherwise
expressly provided in the Lease, the rights and obligations
tier« under of the parties hereto shall cease and determine as if

•ease had never been made.

Section 18. Additional Payments bj£ Lessee. In addition to
rentals specified in Section 2 hereof:

a) The Lessee agrees to pay to the Lessor promptly amounts
1 to any rental payments which may become payable by the
or to the Trustee under Section 4.04(1) of the Equipment
t Agreement in respect of (i) any expenses incurred in
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connection with any purchase, sale or redemption by the Trustee
ivestments (as defined in the Equipment Trust Agreement) ,

which are made by the Trustee on the written or telegraphic
request of the Lessee or otherwise required by the provisions of
Secti-on 8.04 of the Equipment Trust Agreement if such request is
not nade by the Lessee, and (ii) any loss of principal (including
interest accrued thereon at the time of purchase) incurred in
connection therewith.

(b) It is understood and agreed that the Trustee is
obligated under the last paragraph of Section 8.04 of the
Equipment Trust Agreement to pay to the Lessee any interest 'in
excess of accrued interest paid from Deposited Cash (held under the
EJquipment Trust Agreement at the time of purchase) or other
prof p. t which may be realized from any sale or redemption of
Investments.

Leas
Section Purchase and Renewal Options. Provided that this
e has not been earlier terminated and the Lessee is not in
ilt hereunder, the Lessee may by written notice delivered to
lessor not less than six months prior to the end of the term
lis Lease or any extended term hereof, as the case may be,
(a) to extend the term of this Lease in respect of all, but

:ewer than all, of such Units then covered by this Lease, for
tjwo (additional five-year periods commencing on the scheduled
expiration of the original term or extended term of this Lease,
as the case may be, provided that no such extended term shall
extend beyond April 30, 2003, at a rental equal to the "Fair
Rental Value" of such Units, payable in advance in 10 semi-annual
payments for each five-year period; such semi-annual payments to
be made on May 1 and November 1 in each year of the applicable
extended term or (b) to purchase some or all, the Units covered
b|y -this Lease at the end of such term of this Lease for a
pure
of

hase price equal to the "Fair Market Value" of such Units as
he end of such term.

JFair Market Value shall be determined on the basis of, and
shall be equal in amount to, the value which would obtain in an
armjs-length transaction between an informed and willing buyer-
use* (other than (i) a lessee currently in possession or (ii) a
used equipment dealer) and an informed and willing seller under
no compulsion to sell and, in such determination, costs of
removal from the location of current use shall not be a deduction
from such value.
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Rental Value shall be determined on the basis of, and shall
be edual in amount to, the value which would obtain in an arm's-
length transaction between an informed and willing lessee-user
(other than a lessee-user currently in possession) and an
informed and willing lessor under no compulsion to lease and, in
suchTdetermination, costs of removal from the location of current
use shall not be a deduction from such value.

Cf on or before four months prior to the expiration of the
of this Lease, the Lessor and the Lessee are unable to agree
a determination of the Fair Market Value or the Fair Rental
of the relevant Units, such value shall be determined in
lance with the foregoing definition by a qualified
indent Appraiser. The term Appraiser shall mean such
mdent appraiser as the Lessor and the Lessee may mutually

term
upon
Valv
acc<
ind«
ind«
agrde upon, or failing such agreement, a panel of three
independent appraisers, one of whom shall be selected by the
Lessor, the second by the Lessee and the third designated by the
first two so selected. The appraiser shall be instructed to make

determination within a period of 30 days following
intment, and shall promptly communicate such determination in

suet
appc
writing to the Lessor and the Lessee. The determination so made
shall be conclusively binding upon both Lessor and Lessee. The
expenses and fee of the Appraiser shall be borne equally by the
Lessor and the Lessee. Upon payment of the purchase price, the
Lessor shall upon request of the Lessee execute and deliver to
Lessee, or to the Lessee's assignee or nominee, a bill of sale
(without warranties) for such Unit such as will transfer to the
Lessee such title to such Unit as the Lessor and the Trustee
derived from the Manufacturer free and clear of all liens,
security interests and other encumbrances arising through the
Lessor or the Trustee.

Section 20. Mileage Allowance^ Subrogation_ Further
Assurance. Provided the Lessee is not in default herexinder, the
Lessee shall be entitled to (i) all mileage allowances and other
moneys payable by reason of the use of the Units, and any such
mil
be
cla
for
ope
the! Association of American Railroads, and the Lessee shall be
isubjrogated to the extent of the Lessee* s interest to all the
Lessor's rights of recovery therefor against any other person,

or corporation. The Lessor hereby authorises the Lessee to
settlement of, receive payment and receipt for any and all
claims on behalf of the Lessor, and the Lessor agrees to
te and deliver from time to time such instruments and do

suc other acts and things as may be necessary or appropriate
fully to evidence the Lessee's authority and/or to vest in
Lessee such proceeds to the extent of the Lessee's interest

2age allowances or other moneys received by the Lessor shall
orthwith remitted to the Lessee, and (ii) the proceeds of any
im or right of the Lessor or the Lessee against third persons
injury, damage or loss with respect to any Unit or the use or
•ation thereof, including settlements pursuant to the rules of



tliert in or to effect such subrogation; and in the event of any
loss, damage or destruction in respect of which the Lessee is
entitled to proceeds or subrogation as aforesaid, the Lessor
shall, refrain from doing any act or executing any instrument
which would prejudice the right of the Lessee to such proceeds or
to siich subrogation.

'he Lessee covenants and agrees from time to time at its
expense to do all acts and execute all such instruments of
further assurance as it shall be reasonably requested by the
Lessor to do or execute for the purpose of fully carrying out and
effertuating this Lease and the intent hereof.

Section 21. Execution. Although this Lease is dated as of
November 1, 1972 for convenience, the actual date or dates of
exec
the

ition hereof by the parties hereto is or are, respectively,
late or dates stated in the acknowledgments hereto annexed.

Section 22. Law Governing. The terms of this Lease and all
righ :s and obligations hereunder shall be governed by -the laws of
the State of Utah; provided, however, that the parties shall be
entibled to all rights conferred by Section 20c of the Interstate
Comm

may
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rce Act of the United states, the applicable recording laws
C anada and of the Provinces or Territories thereof and such

additional rights arising out of the filing, recording or
depositing hereof and of any assignment hereof or out of the
marking on the Units as shall be conferred by the laws of the
several jurisdictions in which this Agreement or any assignment
hereof shall be filed, recorded or deposited or in which any Unit

be located.

Section 23. Notices. Any notice required or permitted to be
giv4n by either party hereto to the other shall be deemed to have
beer given when deposited in the United states or Canadian
regjstered mails, first-class postage prepaid, addressed as
follows:

If to the Lessor, P.O. Box 1U9, Salt Lake City, Utah
84110,

If to the Lessee, P.O. Box 8100, Montreal 101, Quebec,
Canada, attention of the Treasurer;

or Addressed to either party at such other address as such party
shall hereafter furnish to the other party in writing.

Section '24. Definitions. If and so long as this Lease is
assigned to tR'e Trustee (or any successor thereto) for collateral
purposes, wherever the term "Lessor" is used in this Lease it
sha! .1 also apply and refer to the Trustee and any successors
thereto (with the exception of Section 11 hereof) unless the
context shall otherwise require and except that the Trustee shall
not be subject to any liabilities or obligations under this
Lease; and the fact that the Trustee is specifically named in



where

25

certain provisions shall not be construed to mean that the
Trustee (and any successors thereto) is not entitled to the
benef .ts of other provisions where only the Lessor is named or

Sfect
_ •

only the Trustee, as the case may be, is named.

ction 25. Severabi1ity. Any provision of this Lease which
jhibited or unenforceable in any jurisdiction shall, as to
jurisdiction, be ineffective to the extent of such
>ition or unenforceability without invalidating the
ling provisions hereof, and any such prohibition or
Drceability in any jurisdiction shall not invalidate or

is pr
such
prohi
remai
unenf
rendejr unenforceable such provision in any other jurisdiction.

lis Lease exclusively and completely states the rights of
the liessor and the Lessee with respect to the Units and
supersedes all other agreements, oral or written, with respect to
thte llnits. No variation or modification of this Lease and no
waiver of any of its provisions or conditions shall be valid
unless in writing and signed by duly authorized officers of the
Lessqr and the Lessee.

ection 26. No Recourse. Mo recourse shall be had in respect
of aily obligation due under this Lease, or referred to herein,
agairst any incorporator, stockholder, director or officer, as
such, past, present or future, of the Lessor or the Lessee, or
agairst any principal or principals (disclosed or undisclosed) ,
as si ch, of the Lessor or assignee or assignees or transferee or
transferees, as such, of the Lessor if the Lessor is acting in an

or nominee capacity, or against any beneficiaries, as
in respect of which the Lessor may be acting as trustee,
er by virtue of any constitutional provision, statute or
of law or by enforcement of any assessment or penalty or
ise, all such liability, whether at common law, in equity,

y constitutional provision, statute or otherwise, of
porators, stockholders, directors, officers, assignees,

transferees or principals, as such, being forever released as a
tion of and as consideration for the execution of this

27. Counterpart Execution, This Lease may be executed in
rai counterparts, but the counterpart delivered to the Trustee
1 be deened to be the original counterpart.
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IN WITNESS WHEREOF, the Lessor and the Lessee, each pursuant
to ue corporate authority, have caused this instrument to be
sig led in their respective corporate names by duly authorized
off Leers and their respective corporate seals to be hereunto
aff Lxed and duly attested, all as of the date first above
wri :ten.

CCO

FIRST SE
Owne

ETY STATE BANK,
:ee

*PORATE SEAL]

CANADIAN NATIONAL RAILWAY
COMPANY,

by

[CORPORATE SEAL]

Attest
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OF UTAH

COUN1Y OF SALT LAKE

appe«
knowr

seals
of tl

n
red

of V}<n*&rxJ&Aj t 1972, before me personally
(̂ Â -fa 0^ • , to me personally

being by me duly sworn, says that he is /oW***̂ *-̂ -
Of FIRST SECURITY STATE BANK, that one Of the

and s sealed on behalf of said banking corporation by authority of
its Hoard of Directors, and he acknowledged that the execution of
trie : oregoing instrument was the free act and deed of said
banking corporation.

My c

affixed to the foregoing instrument is the corporate seal
e said banking corporation, that said instrument was signed

jmmission expires

' I Notary Public

[NOTARIAL SEAL]
t '

PROVINCE OF QUEBEC

OF MONTREALCITY
ss.:

Dn this
ared

day of , 1972, before me personally
, to me personallyapp€

knowjn, who, being by me duly sworn, says that he is the
Of CANADIAN NATIONAL RAILWAY COMPANY, that one of

seals affixed to the foregoing instrument is the corporate
of the said corporation, that said instrument was signed and

the
seal]
sealed on behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the

going instrument was the free act and deed of said:fore
corporation.

Notary Public

My Commission is for life.

(jNO-fARIAL SEAL]



Quantity

2 >0

1

DO

40

50

SCHEDULE I - Lease

Group A and C Units

Type and Specifications,

52' 8", 100-ton box
cars, 10' sliding doors

Cost

$4,468,030.00 (Canadian)

Group B and D Units

52'8", 70-ton box $5,917;,230.00 (Canadian)
cars, 18'double doors

52'8", 70-ton box
cars, 18' double doors

52'8", 100-ton box
cars, 18' double doors

2,752,387.40 (Canadian)

1,000,838.50 (Canadian)

s Identifying
• Numbers (both

Inclusive)

CNIS 417000-417249

CN 557000-557299

CN 557300-557439

CN 415000^ 15049



Daily Lease Rate

Basic Lease Rate

SCHEDULE II - Lease

Percentage of
Cost* of

Group A Units

Percentage of
Cost* of

Group B Units

.02222%

4.20117%

Percentage of Percentage of
Cost* of Cost* of

Group C Units Group D Units

*as defined in Equipment Trust Agreement


